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THE recent appearance of Mr. Hobson among us, and his 
exceedingly keen examination of public and economic questions 
in various publications, together with the present status of think- 
ing on the economics of labor and capital, seem to make this not 
an unfitting moment to discuss some of the essential points in his 
study' upon the industrial rewards of land, labor, and capital. 

One is attracted at the outset by the pointed and clear exposi- 
tion; and again and again is one led to admire the evident sin- 
cerity and love of truth displayed, and one is also led to enjoy the 
sound conclusions often established while he is engaged upon 
minor points. Especially convincing is his very brief treatment 
(p. 62) of the fallacy of the quantity theory of money, when 
examining the forces entering into price-changes. More impor- 
tant still are the force and insight shown when he questions the 
validity of the doctrine of final utility as a correct determinant of 
value. Indeed, this part of recent economic doctrine — recent in 
the sense that Jevons and the Austrians are recent—has had 
quite too much acceptance with too little thinking to be wholly 
comforting; and Mr. Hobson has been able to make heavy 

‘Joun A. Hosson, The Economics of Distribution (1900). 
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inroads upon what must now be regarded somewhat as a passing 
phase of belief. With Marshall, he has shown that both expenses 
of production and utility are as necessary to value as the two 
blades of the scissors to cutting. In fact, one is no ionger required 
to believe, as some insist, that scarcity is properly accounted for 
under the concept of final utility. 

Mr. Hobson, with others, has punctured the exaggerated 
importance attributed to consumer's rents. The attempt to 
shew that a buyer has a subjective gain on each purchase 
measured by the difference between the market price of that 
article and what in some instances he might conceivably pay, up 
to the limit of his income, is clearly failacious; and one is ready 
to believe that consumer's rents have been given the coup de 
grace.2 More than that, one is forced to regard the buyer's utility 
as largely imaginary, varying with each person, and varying for 
the same person at different times. As subjective abstractions 
they cannot be quantitatively measured; and they should not be 
regarded as entering the economic sphere. Utility has its place 
as a part ot an improved analysis of demand; and yet, no matter 
what the subjective utility of a good to any one person, his infiu- 
ence on its exchange value is wholly limited by a quantitative 
element -—that is, by the extent of his purchasing power offered 
in support of his desires. The subjective valuation is only a 
partial factor in determining the action of the buyer. It is a 
question if consumer’s rents have any real existence. In most 
cases, habit, or vaguely diffused information, probably lead the 
buyer to decide whether he is paying a high or a low price; and 
the real utility of an article of general use is very little in evidence. 
No matter what the utility to him of a hammer, for example, he 
gauges the idea of its value to him largely by a loose impression 
as to what he, er others, have been paying for hammers. That 
is, he is acting largely on the basis of ideas dependent, in ultimate 
analysis, on expenses of production. In fact, the expression 
“final utility,” as used in the recent discussions of the theory of 
value, has a significant reference to quantity; but with many 


2 Cf. pp. 41-49. Cf. also Nicuo.son, Principles of Political Economy, Vol. 1, 


PP. 57-65. 
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writers the influence of quantity has been minimized in the face 
of a joy in a new abstraction. 

Producer’s rents on the contrary, have a different economic 
character from consumer's rents. The receipt of a sum over and 
above that for which a producer was willing to sell an article is 
based on a definite line of comparison. In the main, the manu- 
facturer has, in his expenses of production, a definite measure of 
what the article he sells is worth to him; if he gets more than 
that, by reason of possible fluctuations in the market, he obtains 
a tangible producer’s rent. In Mr. Hobson’s definitions, however, 
of the basis of measurement for a producer’s rent as “the mini- 
mum profit required to induce the continued application of indus- 
trial power,” there are some difficulties which must give us pause. 


‘ 


How is this “minimum profit” to be found? “The net profits 
may be legitimately taken as the basis of measurement for 
a producer's rent,” says Mr. Hobson. Although an excess above 
this minimum emerges on each separate sale, 
it cannot be rightly calculated on the separate rates, since the expenses of 
production of one article are organically related to those of other articles. 
The true producer’s rent thus represents the money value of a differential 
economy of production, as compared with the economy of the least effective 
producer competing in the market, and is estimated upon the total business 


over a period of time. (P. 51.) 


‘ 


In this sense “net profit’? must be the sum necessary to cover 
the expenses of production “of the portion of supply produced 
under the least favorable circumstances.”” The manufacturer 
who has a lower expense of preduction gains in that proportion a 
producer’s rent. Such a philosophy assumes, of course, a grada- 
tion of industries all of which are necessary to the supply, and to 
the given price —the same basis on which F. A. Walker built his 
theory of manager’s profits. 

Perhaps Mr. Hobson is not so clear as that: in actual words, 
he says that the producer’s rent is the excess over the “ profit” of 
the marginal producer. What determines that “ profit” we are 
not here given to know. But apart from that omission we are in 
a graver difficulty. The price actually received must —s6 far as 
continuous production is concerned — contain the amounts cover- 
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ing the payments to all the factors concerned in the production, 
including the manager. This manager’s minimum payment is a 
necessary element in the expenses of production; but equally so 
are other payments, such as interest and wages. Why then 
should not the excess of price over the minimum interest, or the 
excess over the minimum wages, be regarded as the producer’s 
rent? Why single out only one of several necessary factors as 
the basis of measurement? Of course, it might be replied that 
one should have in mind only the manager in talking about 
producer's rents; and that one is turning away from the problem 
if the items of wages and interest in expenses of production are 
introduced. But we must inevitably hark back to what it is which 
determines the minimum of wages, interest, and profits. Until 
we have some principles which govern these payments and fix 
their amounts, we cannot know whether there is a producer’s 
rent, or not. If, however, we were told that a producer’s rent was 
measured by the excess over all the minimum expenses of pro- 
duction, and that this excess accrues to the manager, we are thus 
tied up to a theory which makes the manager the residual claim- 
ant. If so, we are carried away from the position suggested 
above by Mr. Hobson, which was in accord with that of Mr. 
Walker. But this inconsistency will not permit us to give up the 
idea of a producer’s rent. There can be no doubt of the existence 
of a producer's rent, which is tangible as contrasted with the 
speculative, subjective abstraction conveyed by the term “con- 
sumer’s rent.”” The one is capable of quantitative statement, the 
other is not. 

Since Mr. Hobson himself has not allowed the validity of 
consumer's rents, one wonders that he should continue to use 
them in his subsequent reasoning. He goes on to lay a founda- 
tion for his treatment of distribution by examining the nature of 
a market. He {nds that, if one of the parties to buying and 
selling possess superior skill in bargaining, or has exceptional 
information, that one obtains “a forced gain.” The market 


price, therefore, contains an element, greater or less, of “ forced 
gain.” It should be noticed, however, that the author’s assump- 
tion as to “ forced rents” depends upon the accuracy ot his proof 
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that there are definite limits fixed by a marginal pair of buyers 
and sellers. “Competition of buyers on the one hand, and sellers 
on the other hand, has thus fixed rigid limits for a market price” 
(p. 14). If, then, consumer’s rents are chiefly mythical, or at 
least intangible and incapable of quantitative statement, because 
the basis of measurement is a mere sentiment, it is unsafe to set 
much store by “ rigid limits” on the part of the buyer. Marginal 
utility as a means of fixing a “ rigid limit” to price is a good deal 


, 


of an irridescent dream. The subjective valuation of any one 
person who is weighing the disutility of producing (as expressed 
in expenses of production) as against the utility to him of the 
purchased article, varies constantly from time to time, and accord- 
ing to changing circumstances. Even in local markets subjective 
valuations have no fixity. Moreover, apart from questions of 
time these valuations are notoriously based on the vaguest ideas, 
on chance information, on habit, and are incapable of accurate, 
quantitative statement. The R man in Mr. Hobson's illustration 
— “the person who imputes the highest utility ’°—is that purely 
mythical person who sometimes appears in economic dialectics, 
but who has no real existence. As well lean your house-wall for 
support against a cumulus cloud as to count “forced rents”’ 
from the rigid limit of a buyer’s subjective utility. 

The point of Mr. Hobson’s basic exposition is that there is a 
zone, marked out by the buyer’s and seller’s rigid limits on either 
side, within which competition has no effect on market price. 
‘Forced rents” enter into price because competition has no 
power within this zone.* And yet, if one is disinclined to accept 
the validity of the rigid limits to this zone, one must forego the 
pleasure of acepting the theory of forced rents, and must find 
some other interpretation of the familiar difference between the 
operation of competition in: provincial and in wholesale markets. 
One is, therefore, inclined to agree with Mr. Hobson himself 
when he closes his discussion of producer’s and consumet’s rents 
with the suggestive admission (p. 54) that 

“Competition does not fix a price, but only the approaches to a price” 


p. 19). 
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the group of transactions taken to constitute a market at a given place and 
time has had ascribed to it an independence which is unreal, with the result 
that a false definiteness appears in the gains which the different parties are 
assumed to make from the transaction.* 


II. 


In approaching the central problem of distribution —the 
principles regulating the prices paid for land, labor, and capital — 
Mr. Hobson applies the conclusions gained from the examination 
of market price, as has just been discussed : 

I propose to bring the sale of the factors of production under the general 
laws of value and of price as disclosed by the investigation of bargaining for 
commodities. 

For this purpose it is necessary (1) to co-ordinate the three factors 
with respect to the conditions which regulate their price; (2) to show 
that their sales are in essence identical, as economic processes, with the sale 
of commodities. (P. 117.) 

The author wishes to prove that there are no separate laws 
regulating the rewards to labor, capital, and land; but that there 
is a principle common to all. He sets out to bring the factors of 
production into some common likeness; but it is a question 
whether truth and accuracy are not sacrificed to this a priori 
method of forcing things which are fundamentally unlike into a 
form where they bear only a specious likeness. Not only do land 
and labor differ in their origin and qualities from commodities 
offered in the market; but land, capital, and labor differ from 
each other in respects which are so vital that to ignore these 
(differences is to ignore some of the essential difficulties of the 
problem of distribution. 

‘In defining “ normal price” as a synonym of our average of market prices, 
Mr. Hobson leads the reader astray. In truth, normal price cannot be reached, 
except by an accidental coincidence, through averages. Under free competition it 
is a price which accurately conforms to expenses of production. Moreover, 
normal value may exist even if there is no such thing as normal price; because 
the price at any one moment, covering the actual expenses of production, may 
not actually represent normal costs. But that is normal price which at any time 
exactly covers the expenses of production, however the payments may vary from 
costs to the several factors. 

If, however, the author designedly chooses to use average price as a synonym 


of normal price, he introduces some confusion by giving normal price a meaning 


quite different from that usually assigned to it. 
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Mr. Hobson first concerns himself with land, in order to show- 
that there should be no separate treatment of that factor. He 
examines the Ricardian doctrine of rent of land, particularly in 
regard to the claim that it does not enter into the price of agri- 
cultural products. It is urged that the extensive margin of culti- 
vation, going from better to worse land, is not necessarily a 
no-rent margin. Of course, if all land were contributing to the 
supply of but a single article, and if not all land were required to 
furnish that supply, there might be a no-rent margin of cultiva- 
tion. But, the author insists, most land has several alternative 
uses, being suited for growing more than one article. For 
instance, the worst wheat land in use may be better for grazing 
than the worst grazing land in use; therefore, in order to obtain 
this land for wheat-growing, a sum must be paid (called a 
“ specific,” or “forced”’’ rent) greater than the differential rent 
which that jand could obtain for grazing purposes. This “ forced 
rent’ enters into the expenses of producing wheat on the exten- 
sive margin. The differential rents of superior wheat lands, 
accordingly, will be measured, not from a no-rent margin, but 
from a minimum specific rent. The same reasoning would apply 
to market-garden land as compared with wheat land, or to build- 
ing sites as compared with market gardens. 

It should be noticed by the reader here that this exposition in 
no way assails the usual formula of the Ricardian theory that 
rent does not enter into price. In that theory it was meant that 
differential rents do not enter into price; and Mr. Hobson does 
not contest that point. The new issue raised is that rent does 
enter into price; but by rent is here meant a “ forced”’ rent, not a 
differential rent. 

To support this contention it is urged that most lands have 
alternative uses such as were typified by wheat and grazing lands; 
that not merely the marginal lands, but the superior lands, have 
alternative uses. Hence, a piece of land which may be paying a 
differential rent may also, because of a demand for it for some 
other use, be paying a “ forced”’ rent, sufficient to keep it in the 
series of lands used for a certain product. As a result of this 
analysis, Mr. Hobson holds that the price of land whose product 
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is essential to the supply, and which consequently is the direct 
determinant of price on the supply side, is not necessarily the 
worst land in use (the margin of cultivation), but any one of the 
various grades of superior land which has an alternative use. 
Instead of the margin being on the worst land, it may be on some 
superior land. In furtherance of this theory, Mr. Hobson claims 
that what is sold by a landlord to a tenant is “units of land 
power,” not certain areas of land; that, relatively to good land, 
poor land contains merely a smaller number of units of land 
power. A certain number in toto of these units are necessary to 
the supply of any given commodity, such as wheat, and the with- 
drawal of any piece of land, be it superior or inferior, from culti- 
vation contracts the supply and directly affects price. On that 
particular piece of land for which the strongest demand exists for 
an alternative use the price per unit of land power is determined ; 
and thereby the price of any other piece, according to the units it 
furnishes, be it the worst or best land, is fixed. Hence the land 
at the extensive margin of cultivation may have its rental fixed 
for it by the conditions existing on a superior grade of land. 

It is to the strongest bargainer that we must look for the direct and final 
determination of a price, and the differential gain of the others should rightly 
be measured from him. It is only the conventional modes of selling and 
regarding the sales of the uses of factors of production that oblige us to 
depart from this rule, and in the case of land makes it convenient to measure 
differential rents from the worst land in cultivation which contributes to the 


market. (P. 126.) 


Mr. Hobson thus admits that differential rents are measured 
in fact from the extensive margin of cultivation; but, if I under- 
stand him, he holds that the determining increment of supply is 
not necessarily that of the extensive margin: 

In land, we must recognize that rent or price of land-use is determined 
just like the price of commodities, by the relative strength of buyers and 
sellers bargaining for a given quantity of land-use, and not for a given-sized 
piece of land, though the language of these proceedings has reference to the 
latter the subjective valuations of a single owner and a single tenant 


(the final pair) fix the limits for the price of a unit of this land-power, the 


stronger of the two fixing the price-point. This done the rent per acre is 


determined by the net yield of land-power in each grade of land. If the 
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higgling of the market fixes the price of a unit at 20s., the best land available 
for that supply may yield two units of power per acre, 1n which case the rent 
per acre is 40s.; the worst land only half a unit with a rent of Ios. per acre. 
. . If the slackness of demand for wheat land causes a fall of rent, it is not 
necessarily the 20s. land which passes out of cultivation; it may be the 3os., 
if the latter has an alternative remunerative use and the former has not. 
... The price per unit of land-use is always determined by the common 
position of one part of supply, which at that price is just induced to contribute 
toward that supply in preference to some others. (Pp. 126-128.) 


Mr. Hobson, then, names the single owner whose decision 
includes, or excludes, the determining increment of supply as 
“the determining owner ;” but he also retains the name of “ mar- 
ginal land” for the worst land in cultivation for a particular 
supply. “ Differential rents” (p. 129) are those “obtained by 
lands of superior productivity contributing to this supply, and 
will be measured from the margin.” ® 

Apart from differential rents, which were those Ricardo had 
in mind when it was said that rents did not enter into price, Mr. 
Hobson presents two other kinds (p. 130). Ifa piece of land in 
wheat rented for 30s., has an alternative use, that use might yield 
only 25s.; but because of the scarcity of land for wheat culture 
the owner may be able to get 30s. In such a case it is claimed 
that the owner, as final seller, obtains a “forced gain” of 5s. 
Thus, land which, for instance, paid 4os. rent, would really pay 
this sum in three forms of rent, according to our author: (1) 
the marginal rent of 25s. based on the alternative use; (2) 55. as 
forced rent, based on superior bargaining, and (3) I5s. as a 
differential rent measured by its superiority over the land at the 
margin of employment for this use. These three forms of rent, 
apart from difficulties in arithmetic, seem largely abstractions. 
The differential rent is not, as was formerly admitted® by Mr. 

* What Mr. Hobson really means by the following statement is quite beyond 
my powers of mind to understand: ‘“‘ But though the differential rents thus 
calculated, not from the subjective valuation of the ‘final pair’ of bargainers, but 
from the margin of cultivation, are not equivalent in amount to the ‘ differential 
gains’ reckoned according to our market for sale of ordinary commodities, their 


economic nature is not essentially different, for they are determined in the same 


way.” (P. 126.) 


6 Cf. supra, and p. 126. 
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Hobson, measured from the worst land in cultivation, but from 
the land having an alternative use. Possibly, however, one may 
not have been able to understand the author’s computations. 

Phe outcome of this whole discussion of the extensive margin 
seems to be that no objection is made by Mr. Hobson to the state- 
ment that differential rents do not enter into price; and this is all 
that was implied in the Ricardian formulas; but it is urged that 
“positive marginal rents” will be included in market prices (p. 

31). On this last point it is not certain that Mr. Hobson is con- 
vincing. The case may be stated as follows: 


X poorest land in use for wheat, and yields in toto $10, or 

WuHeat sufficient to cover the expenses of production of the 

C- GRAZING given number of bushe!s raised on that grade of land, 
taking into account the price of wheat. 

B Cc A next best grade, yielding in all $20, and paying $10 rent. 

A B X'= poorest land in use for graziag, yie'ding in toto, say, $5, 

or sufficient to cover the expenses of growing a certain 

X -+- -A quantity of hay, or pasture, at the market price of those 

: goods or services. 
x A'= next best quality of grazing land, yielding in all $10, and 


paying $5 rent as compared with X‘. It is supposed, also, 
that 4' could yield $10 if planted in wheat. 

Mr. Flobson seems to claim that if A’, which yields a rent of $5 
for grazing, is used to grow wheat, it will be introduced into the 
series of wheat lands only on condition that the $5 rent enters as 
an increase in the expenses of production of wheat on the mar- 
ginal wheat land. To me, this seems to be an error, arising from 
a confusion between the total (or gross) yield of the land and the 
rent (or the excess of the yield of a better over the poorest grade 
of land in cultivation). It is true that A’ pays a rent of $5, but 
wholly because of its relative capacity for grazing uses, and as 
contrasted with X', which lies at a different level from X, because 
this marginal land is fixed at X’ solely as a result of prices for 
grazing services, and not at all as a result of the prices of wheat. 
A' pays a rent relatively to X', because of the demand and supply 
for grazing lands which fixes a price sufficient to give a gross 
yield of $10 to A', if X' yields $5 (but no rent). 

When the question arises whether A! should be injected into 
the series of wheat lands, everything depends upon its natural 
fitness for growing wheat, and not at all upon its natural or rela- 
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tive fitness for grazing uses. If, at the existing prices of wheat, 
fixed by demand and supply, and taking into account the number 
of bushels of wheat which it can produce, A!’ can yield $10, then 
it can be used indifferently for wheat, or for grazing purposes. 
Looked at from the wheat series, it stands in exactly the same 
position as X; and the payment of $5 rent, when used for graz- 
ing, has nothing whatever to do with its rank as wheat land, nor 
does it in the slightest degree affect the marginal expenses of pro- 
ducing wheat. If $5 were exacted for A’ as the condition of 
becoming wheat land, then in wheat the farmer would get far less 
than the ordinary expenses of production, and A’ would be ruled 
out. Obviously, to take another case, if A' would yield a total 
income of $16 in wheat, then when it was transferred to the 
wheat series, it would pay $6 rent; but the fact that it had paid 
$5 in rent for an entirely different product, grazing has no bear- 
ing whatever on its gradation for wheat culture, nor could it have 
any influence whatever on the expenses of producing wheat on the 
wheat margin. It is not the rent of 4’ for grazing land which is 
decisive, but the total income from A when used either for graz- 
ing or wheat. If this total were only $11 for wheat, then it would 
pay $1 rent in the wheat series; if it were only $10, it would just 
cover expenses of production. To the farmer it is a matter of 
indifference whether it is used for grazing or for wheat. To the 
landlord no inducement is offered until he knows that the total 
income of A’ in wheat is, say, $16, thus yielding more rent than 
the same land in a grazing series. But the fact that A! is 
hereafter used for wheat, because it pays more rent in wheat than 
in grazing, does not alter the conditions by which X remains the 
marginal land. These are determined irrespectively of those affect- 
ing X' in the grazing series. The error of Mr. Hobson, in my 
opinion, exists in carrying over into the series of wheat lands 
what is true only of the series of grazing lands. It really makes 
no difference how or why land comes to be introduced into the 
series, but once there it is judged solely by its fitness to meet the 
conditions of wheat-growing. The same reasoning, in general, 
would apply to B', or to any piece of superior land, even that 
employed for building purposes, which has an alternative use. 
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Whatever it may pay in one use, as a gross sum, is based on 
entirely different computations, different prices, different bases 
of measurement, from the sum it may hope to earn in another 
use. It is only in gross receipts that the farmer, or owner, has 
any means of deciding whether the land shall pass from one use 
to another; and rent obtained in one use does not become an ele- 
ment in the computation of expenses of production in another 
use. 

But if we were to grant the truth of Mr. Hobson’s theorem 
that, if the price per unit of land use is determined by the common 
position of one part of the supply which, at that price, is induced 
to contribute to the supply as against some alternative use, then, 
since nearly every piece of land has an alternative use of some 
“determining portions of 
supply,” and therefore many price determinants. Therefore, no 


kind, there would be many and varying 


one piece of land determines price. On reflection, however, one 
must admit that the coming or going of land, whether of high or 
low fertility, in or out of a series for the cultivation of a given 
product has an effect only on the supply of that product, and, 
through the change in supply, an effect on its price. If, for 
example, the price of wheat were to rise by the withdrawal of 
some land, the price has risen by a limitation of the supply, and 
that would enable any one unit of land power—to use Mr. 
Hobson’s phrase —to yield a larger money income; but that is 
the same thing as saying that poorer units of land power, which 
also means poorer grades of land, would be taken into cultivation 
to provide the required supply. From this operation there 
emerges the old truth that, after all, it is the price of wheat which 
regulates the price of a unit of land power, and not, as Mr. 
Hobson would have it, that the price of a unit of land power 
(fixed by bargaining for an alternative use) determines the price 
of wheat. 

In his effort to force land into a treatment similar to that 
about to be given to labor and capital, based on his conclusions 
about market prices, Mr. Hobson has to this point discussed only 
the extensive margin of cultivation. To complete his work, he 


must dispose also of the intensive margin of cultivation; and he 
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now sets to work to prove the fallacy of the reasoning, as stated 
by Marshall and others, connected with the so-called “ dosing 
system.” 

It is his belief that reasoning based on applying “ doses” of 
labor and capital to land leads to a reductio ad absurdum (pp. 
133-37). To argue that the return from the last dose of labor 
and capital which determines price and is just sufficient to pay 
wages and interest, leaving nothing for rent of land —thus prov- 
ing that rent does not enter into price—is, in Mr. Hobson’s 
mind, to assume that a part of the product is assignable to some 
separate factor, or factors, and not to all the factors in proper 
combination. He attacks the “dosing system” of argument 
because it ignores the organic relation of the factors of produc- 
tion (p. 142); and he is abie to make a showing by introducing 
his own conception of such a similarity in the factors of pro- 
duction that, due to their interchangeability, there can be formu- 
lated a Law of Substitution. 


‘ 


Throughout this treatment of the “dosing” argument, there 
is, to my mind, a very evident error. In the wish to arrive at 
similarity in the three essential factors, he overlooks the unmis- 
takable characteristics of land which separates it in kind from 
labor or capital. It appears when he tries to show the reductio 
dosing” argument permits the application 
of labor and capital as distinct from the iand on which it works, 
he holds that one could with equal logic speak of applying 
“doses” of labor to capital, or of capital to labor.‘ All this he 


ad absurdum: if the “ 


rejects, because he holds that production is best carried on by a 
certain harmonious combination of all three of the factors. In 
short, he denies any special quality i: land which allows it to be 
separated in its productive results from labor and capital. ‘To 
my mind, he is obliged to deny the Law of Diminishing Returns 


’ 


*In his method of showing that, according to the “ dosing” argument, wages 
also did not enter into price (p. 134), he drops into error. His hypothetical rea- 
soning is false: a last dose of labor is not acting by itself, but unquestionably in 
connection with capital; hence the product could not be assumed to be the result 


merely of labor, but of labor and capital combined. 
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from land. He does not reach this conclusion in so many words,® 
but his argument goes straight to that end: 

[he fallacy of the “ dosing” illustration consists in assigning a particular 
amount of productivity, and therefore of “product,” to a particular dose. 
(P. 144.) 

Where it is essential to productivity that land, capital, and labor shall all 
co-operate, it is impossible to assign to anyone of them a product based on 
the supposition of a separate productivity. Similarly, where there exists a 
necessary organic quantitative relation between the factors, no separate 
product can be put down to any single dose of each. (P. 147.) 

There is no doubt about this gerctal truth, and he might 
properly impugn the methods of Professor J. B. Clark on this 
basis; but there is no question whatever that one factor, like land, 
assists in the product in a way quite different from that of labor 
and capital. Without going into the question of the concept of 
capital, I here assume it to be distinct from natural agents. In 
agriculture, land has the power to cause seeds to germinate, of 
giving sustenance to plant life, and the iike. Chemical, or other, 
substances in the soil are united by nature in certain products by 
a process of sun, air, and moisture which cannot be accomplished 
by other factors of production. Labor and capital, in fact, can 
act only in a subsidiary way in this operation. Adding labor in 
increasing quantities to land, thus germinating products, makes 
no change whatever in the fundamental power inherent in the soil. 
The labor is merely helpful in cultivation by breaking the soil, by 
keeping down weeds, by preventing the soil from caking, and the 
like, so that the inherent capacity of the soil may work without 
opposition. Beyond this point, additional labor is as much wasted 
as wine poured on a bottle already full; up to this point labor 
can be added with gain. Also, the use of capital in ditching, 
draining, in providing fertilizers, machinery, and the like, assists 
the soil to exert its inherent qualities to a larger extent; but in no 
sense could it be said that either labor or capital might be substi- 
tuted for this elementary power of the soil to create products. 
For a certain thing land is the only factor which can do the 
needful service; and beyond the auxiliary support to a natural 


‘And yet, in his discussion of capital (pp. 196-98), he evidently speaks as if 


the Law of Diminishing Returns were a reality. 
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force capital, even at its best, cannot go. It can give this natura! 
force more play, but it can never be a substitute for it. Beyond 
some minor adjustments between the various factors interchange- 
ability may take place in the imagination, but not in real life. 
This primary quality of land above described is the character- 
istic which differentiates it from labor and capital, even when all 
three are conjoined in production; and it is the solid reason why 
economists have evolved, on the basis of it, the Law of Diminish- 
ing Returns. That is, it has been accepted as a law that additions 
of labor and capital to any given piece of land will not increase the 
joint product indefinitely; that, sooner or later, it will be found 
that the inherent power of the soil cannot be pushed farther or 
made to bring forth more produce. The limitation to the product 
is not in the nature of labor or capital, but in the very nature of 
the soil. Ina very true sense, then, we are warranted in treating 
land as different from labor and capital; and because labor and 





capital are not iimited in quantity as land is—and under monop- 
olistic conditions — we can properly speak of applying capital and 
labor to land, while it would be absurd to speak of applying land 


or capital to labor. Moreover, there can be a “dose” of labor 


and capital combined as applied to land; and in the “dosing” 
illustration that is what is generally meant by a “dose.” When- 
ever labor alone is spoken of as a “dose,” and some capital is in 
use, even by an earlier application, it would clearly be impossible 


to assign any increase of product as due directly to that labor. 
III. 


The final purpose of Mr. Hobson’s reasoning, suggesting an 
a priori method, is clearly outlined in his declaration about rent: 

Now it is evident that no common law of price or value can be applied 
to the use of the three factors, unless we place them upon a common footing. 
t(P. 46%.) 
In order to provide a single principle of distribution, it now 
remains to be seen whether he can squeeze capital and labor into 
a forced similarity with land and with each other. Since ine 
claims to have disposed of a margin of cultivation for the single 
factor land, he substitutes therefor a joint or 
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composite margin of employment of land, capital, and labor, at which is paid 
not necessarily the minimum rent, interest, and wage, but the lowest average 
combination of the three. Supply price will be composed (under absolutely 
free competition) of these marginal expenses. (P. 159.) 

He is ingenious, if not convincing, in stating the points in 
common between land and capital. While he admits that a 
positive rate of interest is necessary to bring new capital into 
existence, he believes that such a rate is not necessary to the 
maintenance of such capital. All that is necessary to keep capital 
alive is a depreciation fund, a deduction which is usually made 
before the rate of interest is reached.® Also, it is urged that there 
is a cost of producing land, corresponding to the cost of producing 
capital. In the worst land and capital in use there is required a 
depreciation fund, while the interest and rent paid for their use is 
apparent, but merely nominal in amount. Here we have an echo 
of the existence of forced rent in expenses of production; and his 
suggestion that capital needs no interest to induce its employment 
hardly fits with the accepted practice of the business world. When 
he thinks that unbroken prairie land has no value unless labor is 
spent upon it, he seems to be ignorant of every-day facts in the 
marketing of such lands in our western and southwestern regions. 
On such a premise it is unsafe to found a concept of cost of pro- 
ducing land. Again, he has discovered that this wear and tear 
fund exists in the case of labor; that within the term “ wages” is 
included a payment for keeping labor-power in existence. It is 
defined as “the expenditure necessary to replace the labor-power 
given out in a day’s work, and to maintain the laboring population 
at their present numbers and at their present efficiency’ (pp. 155, 
156). The general inference from these propositions is that 
differential payments for land, capital, and labor above the no-rent 
land, the no-interest business, and the depreciation fund of labor 


*A curious non sequitur occurs in his reference to Walker at this point: 
“ This Walker has rightly recognized by insisting that the idea of no-rent land 
must be extended to no-profit businesses, and that the profits of better businesses 
may be measured from this margin, as the rents of land are measured from a no- 
rent margin” (p. 154). Mr. Hobson has been talking about interest upon capital, 
while Walker referred to a wholly different thing, the wages of the manager. Mr. 
Hobson had in mind solely that a rate of interest was not needed to maintain 


old forms of capital. 
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do not enter into the price of commodities. By such reasoning he 
reaches his conclusion that price contains a minimum payment for 
land, capital, and labor arrived at (because of their interchange- 
ability) by getting the lowest average of the three. Herein does 
he find the likeness of a market price for land, labor and capital to 
the market price of commodities; and, if he completes his process, 
he will apply the principles of bargaining in a market for goods 
to the fixation of rent, interest, and wages.’° 
IV. 

The readjustment of conceptions as to land was necessary to 
permit the placing of labor within similar classifications; and 
next, labor is, of necessity, to be remodeled in order to make it fit 
with land in the new system. 

Mr. Hobson is well warranted in finding some monopoly con- 
ditions affecting the prices of labor, because the unmistakable 
stratification of laborers according to skill, or efficiency, due to 
natural or educational advantages, cuts one group of laborers off 
from competition with others. On this general basis, the author 
establishes a gradation of labor similar to that of land. In the 
lowest strata of labor, corresponding to the worst grazing land, he 
fnds unskilled workmen earning the minimum wages which cover 
only a bare physical maintenance. At this point he constructs a 
theory of a wear-and-tear fund for labor, like that for capital 
and supposedly like that rather feebly suggested for land. But 
mere subsistence wages would not provide for infancy and old 
age; hence something additional must be added to wages to keep 
up the population. Thus if 15s. were the wear-and-tear fund, 
then perhaps 3s. more, making 18s. would form the marginal 
wages of labor from which higher ranks should be graded. More- 
over, the determining supply of labor may be of a superior grade, 


” And yet in applying conclusions gained by studying the market for goods to 
the market for land, labor, and capital we must recall that these things are in 
different categories. It is not quite clear how Mr. Hobson holds on this matter 
when he says: “ Now it is important to observe that these differential rents are 
in no sense equivalent to the differential gains which arose in a market of goods. 
The latter represent the different valuations put by different buyers and sellers 
upon similar objective quantities, the former represent valuations of different 
objective quantities.” (P. 116.) 
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as in the case of land; because what is sold is not labor-time, but 
units of labor-power (pp. 166-68). The possibility of an alterna- 
tive use for labor is introduced after the analogy of the treatment 
of land; so that the price obtained by a superior laborer for cer- 
tain units of labor-power fixes the rate paid to an inferior laborer, 
who has a less number of units to sell. 

Then, the conclusion is reached that the minimum subsistence 
fund, say 15s., just as the maintenance fund for capital and land, 
enters into the price of the product on which the poorest laborer 
is engaged. Beyond this 15s., payments for wages do not enter 
into price. In addition, the minimum’ rate of wages in a higher 
stratum includes a marginal rent equal to the excess over the 
wear-and-tear fund in the stratum below; and this marginal rent 
enters into the price of goods made by the laborers of that higher 
stratum. In each stratum the wages obtained beyond the mar- 
ginal payment will not enter into price, inasmuch as they are 
differential rewards. 

It should not be necessary again to treat in detail the unsatis- 
factory reasoning of Mr. Hobson tending to show that a mar- 
ginal rent of land enters into price. In regard to labor it is 
assumed without argument by him that the wear-and-tear, or sub- 
sistence, fund of 15s all appears in expenses of production, and 
thus enters into price; and the price referred to is that of the 
product, X, made by the poorest laborer. If a mason belongs in 
the next higher stratum, and receives wages of 30s., of which I5s., 
or the excess over the subsistence fund, is rent of efficiency, and if 
30s. is the minimum of wages in that stratum which includes 
masons, then ail the 30s. enters into the price of a mason’s pro- 
ducts,)”; and rents of more highly paid laborers in that stratum 
are measured from the 30s. margin. The product, Y, is a differ- 
ent one from X. Now, is it possible that the wages paid in pro- 
ducing X directly affect the price of the commodity Y, an entirely 
different commodity? I think not; and for the reason that 
there is no way of comparing the relative efficiency of the work- 
men when they are engaged on different goods, in different 
operations. It is the same diificulty we found in believing ihat the 
rent of grazing land could enter into the price of wheat. More- 
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over, the analogy fails entirely: in Jand, it was only the rent, 
or the excess over the expenses of production, not the expenses of 
production, on the grazing land, which was supposed to enter into 
the price of wheat; but, in this treatment of labor, that which 
enters into the price of Y is all of the 30s., or a sum which 
includes not only the subsistence fund of 15s., but also the excess 
of the earnings of the poorest mason over those of the poorest 
unskilled laborer. Thus there seems to be no analogy whatever ; 
and the reasoning must stand alone. 

The difficulty is to see in Mr. Hobson’s argument how, in one 
instance, only the subsistence fund enters into price, and yet, in 
another instance, a rent for efficiency is included in price. There 
is certainly in the stratification of labor so much that requires 
explanation by the principles of rent that it was unnecessary to 
introduce this forced or marginal rent as a part of price. It is 
clear that higher wages are paid because of greater efficiency, and 
there may be a legitimate rent of efficiency for labor; but Mr. 
Hobson does not throw much light on the real question as to 
why skill is given a superior reward. Is it because of pro- 
ductivity, or because of scarcity, or because of both? Scarcity 
must be taken into account. How would it be if wages of 
unskilled men were raised arbitrarily, beyond the subsistence fund, 
without any additional skill being shown? In such a case the 
higher wages, as all practical men must admit, would certainly 
enter into price; and yet, according to Mr. Hobson’s thesis, all 
the excess over the subsistence fund (plus the amount needed to 
keep up the supply of labor) would not enter into price. In fact, 
the demand for and supply of labor in any stratum is one thing, 
and the demand for and supply of a commodity is another thing. 
Both must be taken into account in a way which is consistent with 
the facts of industry.1!_ And the implication that there is a mar- 


41In Mr. Hobson’s argument, as I understand it, the rent of grazing land 
enters into the price of wheat; but, as I tried to show, the price of wheat was 
really determined by the demand and supply of wheat, thereby fixing the grade of 
land-power which could be used with profit. Analagously, according to Mr. 
Hobson, rent of labor enters into the price of products produced by superior labor. 
In truth, the demand for and supply of a certain grade of labor has a direct effect 
on its price; and if the wages of this kind were increased, without change in the 
skill of that labor, the price of the commodity must be increased, whether rent of 


efficiency existed or not. 
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ginal laborer necessary to the supply is not sufficiently borne out 
by the exposition. 


V. 


Finally, Mr. Hobson tries to bring the sale of capital under 
the general laws disclosed by the investigation of bargaining for 
commodities. To do this, he must show that the conditions 
regulating the rate paid for capital are the same as for land and 
labor, and then prove that the sales of capital are identical, as 
economic proéesses, with the sales ot commodities. This is the 
most difficult part of the problem; capital has always proved to 
be recalcitrant material in building up a symmetrical system of 
economics. In fact, after explaining that capital cannot earn 
interest of itself, the author discloses his a priort method by 
saving: ‘* Though in practice it is extremely difficult, perhaps 
impossible, to sever this interest, or pure payment for use of 
capital, from other elements, an orderly scheme of economic 
theory requires us to do so”! (p. 171). In order to make 
capital fit into the scheme arranged for it, capital must be graded, 
after the fashion of land and labor, into noncompeting groups 
with differential gains within each group. 

lhe attempt to form capital into grades is based on the test 
of earnings, or according to the amount of interest it can obtain. 
Different grades of capital exist for the following causes: (1) 
advantages of connection, or position which enable men to obtain 
highly remunerative investments; (2) national or local privileges, 
such as charters; (3) patents; (4) tariffs; and (5) the size of 
capitals required in certain industries, where the Law of Increas- 
ing Returns holds, prevents competition. Some capital thus pos- 
sesses a limited monopoly and gains a specific marginal interest 
(p. 182). The inference is that capital can be graded on the 
same scientific basis as is land just as some lands are more pro- 
ductive than others by nature. In truth, however, according to 
Mr. Hobson, capitals vary in their income for various external 
conditions. 

The argument does not, to my mind, hang together logically. 


First it is emphasized that capital cannot earn inierest of itself; 
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and yet capital is graded for causes affecting the earnings on 
capital itself. In fact, many ofthese so-called causes are elements 
largely affecting the personal quality of the managers of capital. 
But, while mentioning the Law of Increasing Returns as a con- 
sequence of large production, and one of the causes giving capital 
specific returns, he proceeds to make this law the very basis itself 
of the gradation of capital: 

The Law of Increasing Returns forms the basis of economic grading of 
capital, just as the Law of Diminishing Returns forms the basis of grading in 
land values. According to the varying pressure of this law in different 
industries, the capital engaged therein enjoys a greater or less degree of 
monopoly power, and draws a greater or less specific interest, in addition to 
the minimum interest socially required to induce the “saving” of capital. 
(P. 182.) 

Here, although capital cannot earn interest of itself, the 
increasing returns of a whole industry requiring the aid of labor, 
land, and business management, as well as capital, is ascribed to 
the peculiarities of the one factor, capital. Nowhere is any 
evidence produced to substantiate such an extreme conclusion. 
When speaking of the Law of Increasing Returns, one has a right 
to ask, Returns from what? It is possible that an industry may 
yield increasing gains, but on what grounds can that whole 
increase be attributed to capital alone? 

Nor do our vexing inquiries end here. Industries, having an 
upward lift of returns ascribed to the services of capital, seem to 
disclose an action in capital which is strangely absent when capital 
appears in industries having a different tendency. In industries 
having a diminishing return, on the other hand, the downward 
tendency is not attributed to capital; but what is true of capital 
in general ought to be true of it in industries of different kinds. 
In industries affected by the Law of Diminishing Keturns, why is 
capital so reluctant to show its real character? It is needed in 
the latter as well as in the former industries; but by some 
economic legerdemain it is fish in one, and fowl in the other. 
Perhaps we may conclude it is not “good red herring’”’ in either 
form of this argument. Certainly the attempt to grade capital, 
“just as pieces of land may be graded, according to their capacity 
of contributing to various supplies,” does not seem fully satis- 
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factory. One is rather inclined to agree with the author, in 
another connection, when he says: 

Where it is essential to productivity that land, capital, and labor shall 
all co-operate, it is impossible to assign to any one of them a product based on 
the supposition of a separate productivity. (P. 147). 

It is, perhaps, unnecessary to follow Mr. Hobson’s further 
adjustment of the sale of capital to the conditions obtained in the 
bargaining for commodities (chap. vi) since the inadequacy of the 
basis for grading capital seems to prevent conviction as to the 
later development of his system. The subsequent forcing of 
capital into a semblance of land (see especially pp. 194, 195) is 
quite removed from the actual facts of the business world. 

In conclusion, the proposed reformation of the concepts of 
land, labor, and capital in order to obtain a common principle of 
distribution can not be accepted on the reasoning as given. The 
a priori method is too much in evidence, and the facts have been 
too much sacrificed. And yet every reader must admit the 
scholarly interest and strong desire to get at the truth which 
appears throughout this whole study of Mr. Hobson’s. 


J. LAuRENcE LAUGHLIN. 
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CONDITIONS AFFECTING BEET-SUGAR CULTURE IN 
THE UNITED STATES. 

THE phenomenal growth of the beet-sugar industry in the 
United States and the importance given to it in late congressional 
considerations, together with the recent action of France in so 
modifying her laws as to remove 60 per cent. of the customs and 
internal-revenue tax on sugar, and the relation which this is likely 
to have upon the readjustment of the world’s sugar supply, make 
a consideration of the desirability of the United States producing 
her own sugar especially pertinent at this time. This action of 
‘rance, and the more recent utterance of the Berlin Conference, 
classifying Russian sugar as “bounty-fed,” and fully sustaining 
Secretary of the Treasury Shaw in his recent contention with the 
Russian government over the same point, has probably sounded 
the death-knell of bounty-fed sugar, for we may reasonably expect 
that an action similar to that of France will be taken by the other 
states of continental Europe. Should this course be followed in 
Germany, Russia, and Austria-Hungary, it is inevitable that there 
will be an entire readjustment of the world’s sugar conditions. 

The very natural question is, then: What may be the effect on 
this promising new industry of the United States? 

Our people have become so accustomed to the term “cane 
sugar” that they do not realize that within the last few years the 
source of the world’s supply has been largely shifted from cane to 
the beet plant. Jn 1853 the world’s sugar supply was 1,481,000 
long tons, of which 304,000 tons is accredited to the beet, or about 
21 per cert. In 1902, of the total product of 10,710,000 tons, 
6,850,000, or nearly 65 per cent., was derived from beets. Dur- 
ing this time it is further interesting to note that there has been 
an increase in the production of cane sugar of 201 per cent., and 
an increase of 3,263 per cent. in the production of beet sugar. 

The same facts are more strikingly shown in the following 
chart, presented before the Ways and Means Committee of the 
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lifty-seventh Congress by Dr. H. W. Wiley, in his report on the 
beet-sugar industry. 

The increased importance with which sugar is regarded as a 
food product cannot be better illustrated than by its increased con- 
sumption in the United States. In 1830 the population of the 
United States was 12,866,020; the domestic sugar production 
(cane ) was 35,000 tons; the cane-sugar importations, 38,612 tons; 
the total consumption was 73,612 tons of cane sugar and the per 





0 10 20 30 40 50 60 10 














a= 


SQ" 
aw. lt 


1815 ORS 
1885-6 
88 oO ee SSE 
1898-9 
1901-2 








OXYSMAASH MSHS 
SER sar A 





















SSSA SASS SSSA SSS SB I 
(ORE ere! Cotes GE tere ee 











SIA SAA SAS SAAS 

















0 10 20 30 40 50 60 10 





Cane Sugor sums Beet Sugar. KW 


capita consumption, 12.1 pounds. To June 30, 1903, with an offi- 
cially estimated population of 80,870,000, the United States has 
imported 2,340,000 tons of cane and beet sugar, which, with a 
domestic production of 500,000 tons, makes a total of 2,840,000 
tons of cane and beet sugar, with a per capita consumption of 75.5 
pounds —a sixfold increase in population and a sixtyfold increase 
im sugar consumption. 

Notwithstanding this greatly increased proportionate con- 
sumption of sugar, we find the per capita consumption in France 
remaining at the comparatively low figure of 36.9 pounds; Ger- 
many, 34 pounds; Russia, 14 pounds; and Austria, 17.6 pounds. 

In this connection it must be remembered that the beet-sugar 
industry of Europe has been fostered and stimulated during these 


many years by bounties, under which an export trade has been 
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built up, especially to Great Britain and the United States, 
which is entirely out of proportion to her natural home consump- 
tion. The result of this bounty-feeding of the industry in Ger- 
many, Russia, and France has been to make the European pay 
twice as much for his sugar as the American pays for the same 
sugar when it reaches this country. Germany, with a population 
exceeding that of Great Britain by 15,000,000, and producing 
nearly one-third of the world’s supply, has a per capita consump- 
tion of but 34 pounds, while Great Britain consumes about go 
pounds per capita, and the United States 75.5 pounds. 

The most efficient reason for this greatly disproportionate con- 
sumption in the United States and Great Britain, on the one hand, 
and the countries of continental Europe, on the other, is the sys- 

-tem of taxation which has obtained in those countries, and which 
has raised the price of sugar for domestic consumption enor- 
mously above the cost of production; while these same countries 
offer their sugar to foreign countries at a price very close to the 
cost of production, and sometimes even under that cost. 

It is reasonably certain that, with the modification of these 
foreign laws, which have so artificially fostered this exportation 
of sugar, we shall see a rapid increase in the per capita consump- 
tion in these countries, and a consequent decreased supply for our 
own use, unless there are other fields developed from which we 
may draw. During the past twenty years there has been an 
average increased consumption of about 7 per cent. owing to the 
conditions existing in Europe, as indicated above, and we certainly 
cannot expect any increase in the percentage of sugar which we 
now obtain from that source. On the contrary, it is far more likely 
that, with the increased consumption and a possible curtailment 
of the industry in Europe, our supply from that quarter may be 
materially lessened. 

These are some of the conditions with which we must reckon 
when we are seeking to meet the increasing consumption in this 
country. We must look to Cuba, Porto Rico, Hawaii, and the 
Philippines, and the extension of our own domestic industry, to 
satisfy our ever increasing desire for sugar. What, then, may we 
expect from these sources? As to the Cuban supply, we can 
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hardly look for more than 1,000,000 tons which are likely to seek 
a market in the United States, if we make full allowance for ante- 
bellum conditions. According to the official report of the United 
States Department of Agriculture, we cannot expect any increase 
in sugar production in the Hawaiian Islands, thus setting 300,000 
tons as a full estimate of the reliable supply from that quarter. 
Porto Rico can safely be relied upon for 100,000 tons, which has 
been the production under our administration of the island. 
Allowing 200,000 tons as the possible increase for the Philippines, 
which gave us, in 1902, 80,000 tons, we have 680,000 tons in 
sight for our supply. 

Our consumption for the year closing June 30, 1903, was 
2,725,746 tons of 2,240 pounds each, and our domestic supply 
300,000 tons of cane and 195,000 tons of beet, and about 5,000 
tons of maple sugar. This leaves 545,000 tons to be supplied, on 
the basis of present consumption, either from foreign ports or by 
increasing our production. Why should we not produce this 
additional supply of sugar in our own country? To produce at 
home a ton of granulated sugar from the raw material, there 
accrues to American industry, in the production of the beets, the 
labor in the factory, and the cost of material used in the manu- 
facture, an average of $75; while importing a ton of raw sugar 
and refining it in the United States returns to us but $6.70. 
Should there, then, be any question about encouraging the home 
industry ? 

We have the soil, the climate, the farm system, the farmers, 
the farm machinery, the transportation facilities, the fuel, the 
water, the limestone, and the market which make the industry 
thoroughly practicable. The sugar beet has a place in our system 
of farm management, which is gradually changing to that best 
adapted to the sugar beet. But it still remains for us to adapt 
sugar-beet culture to our conditions, rather than follow entirely 
the European plan where labor is cheap and land is dear. It 
remains for us to devise better machinery and ways of utilizing 
it to better advantage than at present in the production of this 
exacting crop. In both of these directions a substantial start has 


been made, and machinery of American make is already taking 
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the leading position, both on account of economy and ease of 
operation. We have not yet, however, devised the best methods 
of handling the soil to meet the requirements of this crop, 
especially in our more arid regions. 

The growth of the industry in the United States has been 
second only to its growth in the sugar world. As an American 
industry it is not more than thirty years old, for it was in 1869 
that the first plant successfully to manufacture beet sugar was 
erected in California. This plant manufactured in its first cam- 
paign 500,000 pounds of sugar. In 1890 there were but 3 fac- 
tories in operation. In 1900 the number had increased to 30 (an 
increase of goo per cent. in ten years), while in 1903 the number 
in Operation was 56 (an increase of 86 per cent. in three years), 
while 4 more were operating in Canada, and several new ones 
were scheduled for the campaign of 1904. These mills are scat- 
tered all the way from New York on the east to California on the 
west. Michigan leads with 22 factories, followed by Colorado 
with 9; California, 8; Utah, 7; Nebraska, 3; New York, 2; and 
Minnesota, Ohio, Wisconsin, Oregon, Washington, and Idaho, 
each with 1; not to mention those across the Canadian border. We 
should not delude ourselves into thinking that these are the only 
states capable of successful beet-sugar production, nor that the 
areas, in the states named, suitable for sugar production have all 
been utilized, for there still remain very large areas in the central 
and western states which are as well adapted to the industry as 
those in which it has been introduced. We must concede, then, 
that the industry is quite beyond the experimental stage, and has 
become a reality in this country and a factor worthy of the atten- 
tion of the people. 

In Professor Henry C. Taylor’s recent interesting article’ 
on the subject of American sugar-beet culture, he attempts to 
show that the sugar beet cannot compete with corn in what is 
known as the corn belt, and concludes that — 

Any attempt to establish the beet-sugar industry where it must compete with 
Indian corn is likely to prove a failure, and that, for this reason, our efforts 


1Some Conditions Affecting Sugar Beet Culture in the United States, 
Annals, Vol. XXII, p. 179. 
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to establish this industry should be restricted to that part of the beet region of 
the United States which lies outside of the corn belt. 

The fundamental basis of his argument is the idea that the sugar 
beet is a competing crop with corn in the system of rotation which 
is most economical for the farmer in the corn belt, and that there- 
fore, if it be introduced at all, it must be in place of the more 
profitable (?) crop of corn, rather than as a rotation crop, since 
the beet reqitires constant care during the pericd in which the 
corn requires it. If the writer’s position, that the sugar-beet 
industry is not as profitable to the farmer as the corn production, 
were well founded, then the argument is sound; but untortunately 
he has failed to present any figures to bear out the contention. 

Before proceeding to a discussion of the relative profitableness 
of the two crops, it may be well to notice Professor Taylor’s 
statement that in France, Germany, Austria-Hungary, and Russia 
there still remain vast areas which could be devoted to beet culture, 
if the price of sugar were slightly higher, and to observe that 
the conditions which have already been described as now existing 
there are more likely to result, so far as this country is concerned, 
in a diminution rather than an increase of supply. Moreover, 
whatever increase in acreage might arise would certainly be more 
than equaled by the increased per capita consumption which is 
bound to occur from the removal of the factors which have held 
up the price of sugar in those countries; and a lowering in the 
price of European sugar is more likely to follow than the opposite 
condition. 

In this country, too, we are more likely to experience a gradual 
reduction in the price of sugar than any material increase, if we 
may judge from the history of the industry. From 1888 to 1898 
there was a decrease in the price of sugar of about 40 per cent., 
but the price paid for beets remains practically the same. This 
shows that the decrease has been brought about through the 
better adaptation of machinery and the improvements in the 
methods of factory manipulation, which have lessened the cost of 
sugar to the consumer, but have not materially reduced the price 
paid to the farmer. It is fair to assume that we may see a still 
further reduction in the same direction, although probably not to 


so great an extent. 
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That there will be an expansion of the cane industry in foreign 
countries beyond the official figures given above may be seriously 
doubted — at least it is beyond the realm of the probable. In the 
United States, however, there is certainly room for a slight exten- 





sion, and with more scientific study devoted to cane cultivation 
and manufacture, Georgia, Florida, Alabama, and Mississippi 
should be able to join hands with the North and West in produc- 
ing our entire sugar supply without the importation of a single 
pound from Cuba. 

It is unfortunate that we have but few figures covering any 
sufficient length of time where corn and beets have been side by 
side, but it will be admitted, no doubt, that both climate and soil of 
most of the corn belt are well adapted to the production of the 
sugar beet. This has been conclusively shown by the investiga- 
tions of the experiment stations in Illinois, Wisconsin, Iowa, and 
Ohio. In Bulletin 49 of the Illinois station we find the foilowing 
conclusions : 

That Illinois can produce sugar beets of excellent quality for manufactur- 
ing purposes; that this production is not limited to particular sections of the 
state; that under present conditions beets can be produced at a cost which 
will insure comparatively large profits for both grower and manufacturer. 
Essentially similar conclusions have been reached from work in 
the other states in the corn belt. The matter rests, then, simply 
upon the relative value of the corn and beet crops to the farmer. 


Admitting that it is a competing crop with corn, so far as 
rotation is concerned, let us compare the one crop with tlie other, 
as to the profits to the farmer. In the first place, let us turn to the 
state where the industry has been in operation for the longest 
time, California, and, to make the results more correctly com- 
parable, let us select the locality which most nearly represents that 
of the corn section by having essentially a humid climate, namély, 
Alvarado, the mother location of the industry, where sugar has 
been made since 1870. That the conditions are favorable to the 
beet industry is evidenced by its long-continued success in that 
locality. Here we find that on an average, from over 3,000 acres 
of beets annually for the past thirteen years, there has been a 
yield of 9.75 tons per acre, for which there has been paid an 
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average price of $4.60 per ton, giving a return of $46.54 per 
acre, including good, bad, and indifferent years. Allowing $30 
per acre for the cost of growing — which may be considered a fair 
average—we still have left as net profit $16.54. Turning to 
Watsonville, where again we have the humid climate, we find 
about the same conditions existing, for in that region, including 
good, bad, and indifferent seasons for ten years preceding 1898, 
there has been an average yield of 11 tons per acre on 60,000 acres 
of land, which, at an average price of $4.50 per ton, have given 
a return per acre of $49.50. In both of the localities named indi- 
vidual crops frequently run as high as 20 to 25 tons per acre, 
producing a gross income of over $100 per acre. Allowing, 
again, $30 per acre for expenses, we have as a net income, on an 
average of ten years, $19.50, which even runs as high as $70 in 
individual cases. 

rurning our attention to the results obtained with corn, as set 
forth from the official publications of the Department of Agri- 
culture, and The Corn Book recently issued by the Orange Judd 
Publishing Co., we find that IHlinois, which must be considered 
as the leading corn state, in 1902—a fair year for this product 
both as to climatic conditions and price — grew 9,650,000 acres, 
and produced an average of 38 bushels per acre, which brought 
an average price of 50 cents per bushel, or a total income per acre 
of $19, from which must be deducted the cost of production, 
which, after much careful investigation by the Orange Judd 
Farmer, is stated as $5.06 per acre, or $13.94 net profit. If we 
take for our basis the average production in the corn-growing 
states in 1902, we find it to have been 27.1 bushels, which, at the 
same price and cost of growing, gives but $8.44 for the net profit 
per acre, 

Of course, this comparison is between beets grown under 
California conditions and corn grown under Illinois conditions, 
but what we are seeking just now is to get the two crops grown 
under. well-known suitable conditions, as demonstrated by a 
thorough test of time, and to show what the sugar beet may be 
expected to do under as favorable conditions as corn for “a long- 


time average. 
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Practically the only state where we can get the two crops 
together is Michigan, which in 1901 produced from 1,577,000 
acres an average of 30 bushels of corn which at the ruling price 
would return a net profit of $9.94. The sugar-beet crop in the 
same state and in the same year was 9 tons per acre, at the average 
price of $5.20 per ton, or $46.80 gross. Deducting again $30 
for production, we have $16.80 net profit per acre; $6.86 per acre 
in favor of beets, which excess of beets over corn is nearly as 
much as the entire net profit per acre from all farm crops in the 
United States. It is further significant to note that in the state of 
Michigan $3,107,520 is paid to the farmers for beets produced on 
66,400 acres of land, whereas the corn crop from 1,577,000 acres 
brings but $23,655,000. Planted to beets, one-twenty-fourth as 
much land as was planted to corn produced one-eighth of the value 
of the corn crop, which is equivalent to saying that the beets had 
three times the money-producing power of the corn on the same 
acreage, and certainly “increases the farmer's power to command 
the desired consideration upon the market,” which is one of the 
conditions demanded by Professor Taylor for the beet crop. 

This of itself should be a satisfying answer to Professor 
Taylor’s contention that sugar beets, as measured against corn, 
do not fulfil this 
most fundamental principle of modern agriculture .... that each farm 
should be operated in such a manner as will make it yield the largest long- 
time average net return, and only those crops which will add to the total net 


return should be included in the field system. 

It is, of course, possible to find much higher yields of corn 
than those given as the average; as, for illustration, in a recent 
contest 191 bushels of crib-cured corn was produced on an acre of 
ground, yielding a net profit of over $90; and the writer doubts 
not that even this has been surpassed; but against such excep- 
tional] yields of corn we must place such equally exceptional yields 
of beets as 30 tons per acre, with net profits approximating $100 
per acre. These, however, are not just measures, and should 
never be considered in measuring one crop against another. 

The writer of the article under discussion very naturally 
attempts to connect corn-growing and pork production, but 
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ignores entirely one of the potent factors which make for profit 
in the beet-sugar industry; namely, the use of the pulp as a cattle 
food. It is only when our farmers appreciate the high value of 
this material as a succulent cattle food that the highest possible 
returns will be realized from beet culture. While we might well 
offset the pork and beef production with corn by beef, mutton, 
and dairy products from beet pulp, yet it is a subject worthy of 
more than passing attention. Unfortunately our farmers are 
inexperienced in the use of pulp, and as a result our factories, in 
many cases, have hard work disposing of their supply; but the 
time is not far distant when the pulp will win its way into favor 
and become as staple an article of commerce in this country as in 
Europe. Severai of our experiment stations have already demon- 
strated the value of pulp. In Colorado it has been proved that pulp 
costing $1.50 per ton can be fed at a profit. In Michigan the 
addition of pulp to a ration produced $2.03 worth of beef per 
ton of pulp fed, or at $1.50 per ton gave a profit of 33% per cent. 
In New York it was shown that two tons of pulp gave as satis- 
factory results as one ton of corn silage. Thus, then, the farmer 
in the corn belt who is wise enough to devote a portion of his 
energy to beet production may find a valuable food for cattle, for 
sheep, or for the production of dairy products. 

It would certainly appear, then, from the evidence presented 
(and much more might be added along the same practical line) 
that the sugar beet is certainly a very worthy rival of corn, and 
from the fact that it gives employment to so many more people 
than the comparatively low grade of farming required to produce 
corn, it is certainly worthy of the attention of the people in the 
“corn belt. 

Further, it is not at all certain that the demand for corn will 
keep pace with that of sugar. Few people are aware of the enor- 
mous consumption of sugar. The use of no other food has 
had a more astonishing growth. In this connection it is of 
interest to note how its growth has run along a parallel line wita 
that of a few other staple articles of food. In 1873 the per capita 
consumption of wheat in the United States was 4.81 bushels; corn 


(for man and beast), 22.86; sugar, 39.8 pounds. For the year 
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ending June 30, 1902, the per capita consumption of wheat 
(including flour) was placed at 6.5 bushels; corn (for man and 
beast), 18.92; sugar, 72.8 pounds. Thus within the last twenty- 
nine years the per capita consumption of wheat has increased 35 
per cent., the per capita consumption of corn has decreased 17 per 
cent., while that of sugar has increased 83 per cent. 

In the article referred to, Professor Taylor truly says of the 
two crops that “ both are cultivated while growing, so either pre- 
pares the soil for small grains and makes fallowing unnecessary.” 
He fails to notice, however, another very important consideration 
for the farmer who produces a cereal crop in rotation, as is the 
practice in the corn belt, namely, the fact that the more intense 
and deeper cultivation demanded by the sugar beet has a very 
marked influence in increasing the yield of grain, as demonstrated 
not only in Europe, but also in this country. This cannot be 
claimed with any degree of assurance for the farming required by 
the shallow-rooting corn crop. The effect of the introduction of 
beet culture upon several crops is shown in one of the consular 
reports, as follows: 

The ten-year average crop from a 625-acre farm growing cereals was 
5,730 bushels of grain before beet culture was introduced. After beet culture 
was introduced, 125 acres were planted each year with sugar beets, the 
average crop of grain from the remaining 500 acres was, 5,730 bushels yearly, 
being a clear gain of the product from 125 acres. Thirty-five other farms 
showed the following increase after the introduction of beet culture, in a 
ten-year average: 


SHOWING INCREASE IN VARIOUS CROPS DUE TO INTRODUCTION 
OF BEET CULTURE. 


AVERAGE Pounps PER ACRE 





tefore | After Increase 
Eg Ce ee Tee 1,848 2,128 280 
Nh doa eae baw et As ee 1,456 1,672 116 
occa: Oe 1,672 2,094 322 
EEE AT BREET Ee ere 1,355 1,918 563 
DUE Sens wanes shee eens 985 1,834 | 949 


PON ns 8. 6 ean eue we 11,715 3,569 1,853 
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It is said that there has been an increase of about 21 per cent. in all 
crops in Germany and Austria-Hungary in consequence of sugar-beet culture. 

This clearly shows that the farmer who rotates beets with his 
other crops not only does not decrease the long-time producing 
power of his land, but, on the contrary, increases it. 

The successful growing of sugar beets elevates farming from 
a primitive cereal-growing occupation to a more scientific plane 
requiring a better agricultural education and judgment, and in 
this respect must be ranked beside horticulture and dairying. 

Aside from the possible close relation of this industry to 
dairying, as in the case of corn, there would seem to be four very 
valid reasons why farmers should give more attention to the beet 
crop: 

1. It isacash crop, with the price practically fixed in advance. 

2. It is one of the surest crops the farmer can grow, if given 
the requisite attention. 

3. There is a greater net profit in it than in most other crops, 
if it be grown under the proper conditions. 

4. It materially increases the production of other crops, espe- 
cially the cereals, because of the deeper cultivation of the soil 
demanded by the beet crop. 


G. W. SHaw. 


UNIVERSITY OF CALIFORNIA. 























WAGE STATISTICS IN THE TWELFTH CENSUS. 

For the second time in the history of the federal census the 
statistics of wages have been made the subject of an exhaustive 
special report’ prepared under the direction of an expert statis- 
tician. The publication of this volume marks an important point 
in the development of wage statistics in the United States, and it 
seems worth while to consider at some length certain questions 
regarding it: (1) How does the scope of the inquiry differ from 
that of previous census investigations into wages? (2) In what 
respect is the method of presentation and tabulation new, and 
what are the relative advantages or disadvantages of this method 
of treatment? (3) What conclusions are reached regarding the 
trend of wages during the decade? 

The one other census volume which gives a detailed presenta- 
tion of wage statistics is the work of Mr. Joseph D. Weeks for the 
Tenth Census. Many of the data collected are for a period of 
fifty years, and while the scope is much broader than that of 
Professor Dewey’s report, which presents returns only for 1890 
and 1900, the latter is immeasurably superior in the completeness 
and accuracy of its statistics;? and, indeed, it would be saying 
that there had been small progress in statistical method in the last 
twenty years if this were not so. 

Except for this work of Mr. Weeks, all wage statistics in the 
census up to the present time have been included in the Census of 
Manufactures, and in general their purpose has been to show the 


*Davis R. Dewey, Employees and Wages. (Washington: United States 
Census Office, 1903.) 


*To make this clear it is necessary only to point out that Mr. Weeks gives 
only a single wage for each class of laborers, and we do not know by what method 
of averaging it was obtained; the number of laborers employed at this wage is not 
given; and frequently there is no discrimination as to sex. For a careful and 
appreciative criticism of the work of Mr. Weeks see MircuHe.t, History of the 
Greenbacks, p. 377, and Buttock, Publications of the American Economic Asso- 


ciation, New Series, Vol. I, p. 351. 
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total amount paid out in wages, the number of employees, and 
then, by a simple process of division, the “average wage’”’ for the 
census year. The result has been the collection from decade to 
decade of some statistics of wages which doubtless give some 
useful information regarding “cost of labor” in connection with 
the statistics of manufactures for the cetisus year, but which have 
no significance whatever so far as the trend of wages is con- 
cerned. Such an average obviously cannot be comparabie from 
census to census so long as different methods are used in deter- 
mining what the divisor—the average number of wage-earners 
—shall be. The inclusion of officers and firm members at one 
period and not at another, greater thoroughness in the investiga- 
tion of urban industries, or the use of the greatest number 
employed at one time and the average, or ‘the number for some 
one month, at another, will cause a change in the “average 
wage’ which is not indicative of any real change in the condition 
of the wage-earning class.* Thus the average wage reported in 
the Tenth Census was $346.91; in the Eleventh, $444.83; in the 
Twelfth, $437.96; and, however uncertain we may be regarding 
the exact movement of wages during these twenty years, we know 
that there has not been any such rise and fall as these figures indi- 
cate. To dismiss this subject entirely, it should perhaps be added 
that the directors of the Census of Manufactures in 1890 and 
1900 have both frankly confessed that such statistics are not use- 
ful for purposes of comparison.‘ 

*Mr. W. M. Srevart, director of the Eleventh Census of Manufactures, 
says that the true average number of wage-earners “is rarely reported, and the 
divisor is either greater or smaller than it should be in order to ascertain the 
average earnings.” (Publications of the American Economic Association, New 
Series, Vol. I, p. 321. See also Proressor Dewey’s comment in the present 
volume, pp. xiii, xiv.) 

‘It is found that “a comparison of the average annual earnings for all 
classes of employees as obtained from the reports of the two censuses is imprac- 
ticable” (Eleventh Census, Manufacturing Industries, Vol. I, p. 14). “ Con- 
siderations of this character justify the Census Office in aftirming with all possib‘e 
emphasis that the attempt to obtain the average earnings from the census figures 


or to establish a wage mean at the several census periods through the use of these 
statistics is a false use of them, and is not justified under any circumstances ” 


(Twelfth Census of Manufactures, Vol. I, p. exvii). 
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In the light of what the census has tried — and failed —to do 
in the past, we can properly appreciate the value of the special 
report and the necessity for it. The director of the Twelfth 
Census of Manufactures, having complied with that provision of 
the act providing for the census which required that the “number 
of employees and the amount of their wages” should be among 
the returns plainly showed that the work in this respect was of 
doubtful value, and that the result of any wages investigation so 
limited in its scope was to show, not the wages of labor, but the 
cost of labor; not the welfare of the individual wage-earner, but 
the “share which labor received as a whole without regard to its 
character, degree of skill involved, or continuity of employment.” 
Professor Dewey’s special report, then, is due to the recognition 
by the census authorities of the fact that the scope of the wage 
ce1isus would have to be extended, if results of any scientific value 
were to be obtained. It was, of course, necessary that data for 
1890 as well as for 1900 should be collected, since the main pur- 
pose of the investigation was to show the trend of wages during 
the decade, and the statistics in the Eleventh Census were value- 
less as a basis of comparison. 

The volume, though called Employees and Wages, does not, 
as its title might suggest, deal with the wage-earning class as a 
whole, but, since it is prepared as a supplement to the Census 
of Manufactures, its statistics all concern that portion of the 
industrial army employed in our manufacturing establishments. 
The investigation was conducted with the greatest care and 
thoroughness, and the returns represent all sections of the coun- 
try, though attention is called to the fact that data from the 
“states classed in the census reports as western” are not sufficient 
to afford a “basis for a comparison of wages between that section 
and other parts of the country.” The schedule which we give 
below was used by the special agents in collecting data, and is a 
sufficient evidence of the thoroughness with which the work was 
done. 


> Twelfth Census of Manufactures, Vol. I, p. cxii. 
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TWELFTH CENSUS OF THE UNITED STATES. 
MANUFACTURES. 

SPECIAL SCHEDULE — RATES OF WAGES. 
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This schedule seems to be a model of its kind, the only 
and that we fear is not prac- 








improvement that we could desire 
ticable — being a change in the age columns which would show 
the number of children; that is, the number below the age of 
fourteen rather than sixteen. That this would not have been 
practicable is shown by the fact that special inquiry was necessary 
to determine even the number under sixteen, and the opinion is 
expressed in the Introduction (p. xvii) that the number actually 
employed under that age is larger than reported, and that “ only 
in states where local legislation is stringently enforced is the 
classification of age of employees likely to be of much service.” 

All data collected underwent the most rigid inspection, and 
whenever there was reason to suspect that any of the statistics 
were not perfectly valid, they were of course summarily rejected. 
It is also worth noting that the wages of any persons who per- 
formed services of a clerical nature, as well as all salesmen and 
superintendents, were excluded, so that the rates given are 
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exclusively those of manual laborers employed in manufacturing 
industries. 

The principles guiding the investigation are briefly stated 
to be (p. xiv): 

1. Restriction of the inquiry to a few stable and normal 
industries. 

2. Collection of actual rates of wages. 

3. Classification of employees by rates of wages and as far as 
possible by occupations. 

In regard to the first of these principles, it is necessary to say 
only that the investigation was limited to thirty-four industries, 
and great care was taken to select those which are not much 
affected by “ seasonal” influences.® It is of course clear, so far as 
the second point is concerned, that really trustworthy results can 
be obtained only by the collection of actual rates, and it is to be 
regretted that these actual rates were not published in the tables. 
The pay-rolls of 720 establishments were used in the compilation 
of the tables, and 50 of these establishments employed more than 
1,000 men, 74 more than 500, and 336 more than 100. From 
these figures there would seem to be no question that sufficient 
data had certainly been collected to show what the real movement 
of wages in the manufacturing industries had been. 

From the point of view of statistical method, Professor 
Dewey's classification of employees is of the greatest interest, and 
it is, we believe, one of the chief merits of his work that he has 
not adopted the classification according to rates to the exclusion 
of the occupational classification. In spite of all that has been 
said in praise of the former method,’ the fact reniains that, 

° The industries selected were: agricultural implements, bakeries, breweries, 
brickyards, candy, car and railroad shops, carpet mills, chemicals, cigars, clothing, 
collars and cuffs, cotton mills, distilleries, dyeing and finishing textiles, flour mills, 
foundries and metal-working, furniture, glass, iron, and steel, knitting mills, lumber 


and planing milis, paper mills, pianos, potteries, printing, rubber, shipyards, shoes, 
silk mills, slaughtering, tanneries, tobacco, wagons and carriages, woolen mills. 

7 Mr. Nortnu, the director of the Census of Manufactures, spoke of the classi- 
fication by rates — before the present volume was issued — as the “ ideal treatment 
of the wages question according to the matured statistical experience and experi- 
ments of many years, in many bureaus, and many countries (Twelfth Census of 


Manufactures, Vol. I, p. exii). 
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however valuable such a classification may be for some purposes, 
it does not permit the investigator to find out whether or not 
through any series of years there has been a change in the wages 
of men in any given occupation or of any given degree of skill — 
certainly pivotal points if the purpose be to discover the trend of 
wages. We hope the time is not far distant when it will be gener- 
ally recognized that all wage statistics not based on an occupa- 
tional classification can have only a very limited value. The 
development of the machine process has, of course, made such a 
classification increasingly difficult from decade to decade, and it is 
due to this fact that Professor Dewey has found it possible to 
tabulate separately only the most important of those occupations 
which are peculiar to some specific manufacturing industry, the 
others being grouped into “all other occupations peculiar ”’ to the 


special industry or “ general occupations not peculiar” to it. It is, 
of course, to be regretted that it should have been necessary to 
make any such groups as these last, for every such consolidation 
conceals certain facts that are of importance to the student of 
wage movements. However, we recognize that this is due to the 
necessary limitations of the scope of the work and is no fault of 
Professor Dewey's. In fourteen industries ten or more separate 
occupations are tabulated, and in two more than twenty, while for 
five —-brickyards, distilleries, pianos, rubber, and slaughtering — 
tabulations are made only for “all occupations’’ because of the 
unsatisfactory character of the returns; and the data for the silk 
industry were so confused that they were entirely excluded from 
the occupational comparison. 

After all the returns for a given occupation were grouped 
together without regard to establishment lines, a further classifica- 
tion was made according to the rates of wages received. Thus in 
the first, and most importatit, series of tables, those in the “ Com- 
parison by Occupation” which extend through 779 pages, we 
have the classified wage groups within occupational groups, and it 
is at this point that it seems worth while to raise the cuestion 
regarding the relative advantages of the method used. There are, 
Professor Dewey says in the Introduction, (p. xxiv), two methods 
of presenting wage statistics: (1) computation of an average; 
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(2) classification into groups. These are the two methods which 


are most frequently “—and in this case we are inclined to think 





mistakenly —- opposed. 

We understand that the purpose of such tables as Professor 
Dewey gives us in the comparison by occupation differs in toto 
from the purpose of the old average wage. The latter gave only 
the result of an investigation, and, however suspicious we might 
be regarding it, we were cut off from finding any other for our- 
selves; while such an exhaustive collection of statistics as we 
have here certainly aims to place the facts, and not merely con- 
clusions from the facts, within the reach of all, so that he who will 
may form an independent judgment in the matter. The method 
we should prefer to compare with Professor Dewey’s as a means 
of placing the materials for an independent investigation at the 
disposal of the public is that of complete presentation used in the 
Aldrich Report.” The accompanying tables shew the difference 
between the two methods. Table I presents the wages of machin- 
ists tor 1890 and 1900 from one of the Dewey tables, and Table II 
the wages of a similar class of employees for 1890 and 1891 from 
the Aldrich Report.’® 

The special advantage of each method is clear. Professor 


‘ 


Dewey's table is one step removed from the “actual rates of 
wages” and by means of it we are able to see just what per cent- 
age of the employees of this class is receiving a given wage in 
1890 in comparison with 1900. On the other hand, there is the 
and we are inclined to think it a very considerable 





disadvantage 
one 





which attaches to any method of presentation which does 





not give a statement of actual rates of wages— and it is obvious 
that Table I does not tell us the actual wage of a single employee. 
There is no way of knowing irom such a table whether the 19 
employees in the eleventh group were getting $13.95 in 1890, 

’ Vide Mayo Situ, Economics and Statistics, p. 325, in which he makes a 
statement similar to Professor Dewey’s. 

® This method has also been used more recently on a small scale in Bulletin 39 
of the Department of Labor (pp. 696-707), presenting “ Daily Rates of Wages 
Paid in Fourteen Plants of the American Steel Hoop Company.” 

” Wholesale Wages, Prices and Transportation, Part 3, p. 1098: “ Report for 
Establishment 58.” 
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| II 
WAGES OF MACHINISTS—DEWEY WAGES OF MACHINISTS—ALDRICH 
REPORT REPORT 
a coeae” ~ 2 | i a 
Cc tive - om 7 
q Number ionnieen & 5B | & 5 
Rates per Week oe = E>] Sal 2 as 
(Dollars) | | 28/6] x was 
1900 | 1890 | 1900 | 1890 me) aw | a | s-~ 
03 | 52 July, 1890 10 | 34 | M | 2.00 
; N 2.25 
8.50- 8.99 | 1 2 |100.0 |100.0 sind Mess f 25 
| : 10 3 |M 2.40 
g9.00- 9.49 | .. | 93.4 | 96.2 : j - 
| | 10 7 M 2.50 
9.50—- 9.99 ee oe 95.4 | 96.2 on . | « oe 
10.00-10.49 I 1 | 98.4 | 96.2 | —e R. M . eo 
10.50-10.99 | 3 2 | 96.8 | 94.2 ae 3: 

: ; | 10 2 |M | 3.20 
11.00-11.49 | .. a g2.0 | 90.4 esecclae 
11.50-11.99 3 9 | 92.0 | 90.4 Average.....| 10 | 79 | M | 2.37 
2.00-12.49 I I 87.3 | 73.1 | 
12.50-12.99 | 10 1 | &5.7 | 71.2 July, 1891 | 10 | 73 M 2.00 
13.00-13.49 8 5 | 69.8 | 69.2 | 30 | 23 M 2.25 
13.50-13.99 | 21 19 g7.1 | 59.6 10 3 M 2.40 
14.00-14.49 | 13 6 | 23.8 | 23.1 10 | 28. | M ; 2.50 
14.50-14.99 2 2 3-2 | 11.5 |) 10 31 | M 2.75 
15.00-15.49 ; 7.7 4h 10 7 = 3-00 
15.50-15.49 P 3 aos Pe 10 2 M —o 
160.00-16.49 a os ces 1.9 | 10 4 | M 3.25 
16. 50-16.99 1.9 10 3 | M | 3.50 
17.00-17.49 ea a 1.9 ia ere 8 Y 7 aa ee 
17.50-17.99 | .. : 1.9 Average ....| 10 |184 | M | 2.39% 


and the men in the same group were getting $13.50 in 1900, or 
vice versa—a fact certainly of some importance if we are seeking 
for exact information. To anyone who may be interested in 
investigating the movement of wages during a given period the 
great advantage of such a presentation as that in the Aldrich 
Report is that he has at hand certain unquestioned facts as to the 
exact wages paid in specified occupations and industries, and it is 
open to him in working up the material to choose whatever 
method may seem best suited to the purpose he has in view. He 
may, if he wish, construct from it a series of classified wage 
groups; fora table like Professor Dewey's can always be derived 
from one in which the actual rates are given, while the latter can 
never be obtained from the former. 

We do not wish to be considered unappreciative of Professor 
Dewey's work. He has given us the best collection cf wage 
statistics that has ever come from the federal census, and his 
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method of presentation is one of proved scientific value for many 
purposes. The point, however, seems worth insisting on that, 
with the data in such form as we find them in the Aldrich Report, 
the investigator is given a free hand, while in the other he is not. 

It is, of course, necessary to ask, not only whether the one 
method is superior, but whether it is equally practicable. In 
discussing the unit of division for his wage groups, Professor 
Dewey says: 

The ideal method would be to arrange a series of gradations so minute 
that every employee would be assigned to his actual rate; this, however, is 
impracticable, both on account of the expense and of the difficulty, under the 
present limitations of statistical art, of grasping the significance of tables so 
elaborate in detail. (P. xviii.) 

The two points raised regarding practicability are, then, the 
great expense involved in publishing tables of actual rates and the 
lack of significance in such tables. We have already pointed out, 
with regard to the latter point, that the Dewey classification 
shows certain things that the other table does not, and that the only 
question is one of relative advantage. So far as the other point is 
concerned we do not feel competent to speak, but it is, we think, 
reasonable to assume that, unless there was a very great difference 
in cost, Professor Dewey would not have been required to adopt a 
method he thought inferior merely because it was cheaper. More- 
over, one has only to glance through the tables in the comparison 
by occupations to see that the method used has resuited in much 
space being wasted by the quotation on almost every page of a 
vast number of wage limits within which no employees are to be 
found,'! and the volume has in consequence been made unduly 
ponderous. Moreover, the cumulative percentage of which we 
shall speak later, while a very convenient thing to have, we would 
willingly sacrifice for the actual rates. Indeed, we are inclined to 
think that for purposes of a scientific investigation nothing can 
quite compensate for their absence. 

This cumulative percentage in the tables, and the substitution 
of the median and quartiles for the average in the summary of 

4 Pp. 112, 113, 130, 131, 272, 273, 306, 307 are extreme cases of the point we 


have in mind. 
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results, are two other features of Professor Dewey’s method that 
should be noticed. By means of this percentage, which is given 
for both 1890 and 1900 in all of the wage tables, it is possible to 
see at once the proportion of the total number of persons in a 
given class who receive a wage as great as or greater than the 
lowest wage of the given wage group. By this device, as is 
pointed out (p. xxvi), one of the defects in the use of classified 
rates —-the difficulty of comparing two given sets of returns — is 
overcome. 

In the “ Analysis of Occupational Comparison ”’ 
of seventy pages —an attempt is made to summarize and briefly 





a chapter 


describe the changes in wages that are shown by the general tables. 
In the summary tables in this analysis are given the median and 
quartiles, or the wages of the middle employee and of those who 
stand one-quarter and three-quarters of the way up the ascending 
scale in any occupational group; and here again we think it worth 
while to raise the question of relative advantage and ask whether 
this median wage, even if supplemented by the quartiles, is as 
useful for purposes of comparison as the average. Professor 
Dewey says in favor of the median that by its use “employees at 
exceptional rates, either low or high, are not given an undue 
weight or importance as they are when the average is used” (p. 
xxvii). Frequently, of course, there will not be a great differ- 
ence between the median and average, but in many cases there is 
likely to be a wide variation. Our attention is called, for purposes 
of illustration, to the table showing the wages of maltsters in the 
central states, where Professor Dewey claims that, though the 
average is lower in 1900 than in 1890, the median, which is 
higher, “ gives a truer presentation of the real condition.” Exam- 
ining this table (p. 375) a little more closely, and putting the 
results side by side, we have: 


Percentage of 


| 1900 1890 Increase or De- 
| crease 
| 
— 
See ee $16.00 $12.50 | +28 
GONE ea > disks tes 15.96 | 18.08 —I11.7 
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While it is true that in 1890 only 48.5 per cent., and in Ig00 
98.9 per cent., of the number employed received a wage above 
$13, it is equally true that in 1890 30.4 per cent. of the employees 
for that year received a wage greater than $30, while in 1900 no 
one was employed at so high a rate. It is, we are inclined to 
think, open to question whether the median wage here showing an 
increase of 28 per cent. gives “a truer presentation of the real 
condition.” 

A point of some importance is that neither the correct average 
nor the correct median can be obtained from the Dewey tables, or 
from any tables that are based on a classification into wage groups. 
Even when the unit of division between the groups is, as in the 
present case, as small as fifty cents, there 1s room for a consider- 
able variation from the true wage; thus in the above case, the 
median may not be $16, but $16.25. Professor Dewey’s method of 
computing an average from such tables is to take the lowest wage 
of each wage group, as the wage for each individual in the group, 
and it isclear that the result is almost certain to be inaccurate. The 
median and average from such tables are, of course, very likely to 
be less than the true median and the true average; and the danger 
in using them for purposes of comparison lies in the fact that, 
though the figures for the two years may both be too small, they 
may not be correspondingly diminished. Without reviewing all 
of the arguments for and against the use of the average as a 
scientific term, it is clear that, while the average wage, even if 
obtained by correct weighting, may be of limited usefulness, if 
taken for all industries, or even for all employees in any one 
industry, the average wage for laborers in certain well-defined 
occupational groups is a term of unquestioned scientific value. 
There are, so far as we can see, no extremes within such an occu- 
pational group that are given an undue weight and importance, if 
in obtaining the average each wage is given an importance deter- 
mined by the number employed at that special rate. Ii there are 
suspicious extremes, they should be rejected as questionable data, 
no matter whether the median or the average be taken. Mr. 
Bowley, in speaking of the superiority of the median for certain 
purposes, says, for illustration, that in finding an average income 
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‘ 


‘a single millionaire can counterbalance thousands of working- 
men.” ?* But this is clearly a case like that classic example of 
pigs and potatoes, for millionaires and ordinary workingmen 
ought not to be included in the same group, and if they are, 
the average for the group is a meaningless one. There would 
be as much reason for including in Professor Dewey’s groups 
of wages in “all occupations” the salaries of the managers and 
firm members. The very great merit of the average wage is 
that it represents much more correctly every change in the wage 
scale, while the median, as Professor Dewey says, “is changed 
only by a transfer of employees from rates above the median 
group to rates below it” (p. xxvii). 

Other defects in the use of the median are also pointed out and 
the table which follows is given to illustrate them (p. xxvii) : 

[he wage scale may be so precise that the tables present data in scattered 
groups rather than in even distribution throughout the series; then, since the 
median can never fail in any group not represented by actual returns, the 
change of a few individuals may cause a wide shifting of the position of the 
median. Or the groups containing relatively large numbers may be at a dis- 
tance from the median group, while the group containing the median and the 
groups near to it may represent only a few persons; in that case also the 
change of a few individuals above the median rates may appear unduly 
significant. 





Position of Median and 








Actual Number Cumulative Percentage Quartiles 
Rates per Week 
(Dollars) : = sa 
1g00 1890 1900 1890 1g00 1890 
5.00-5.49 30 6 100 100 q 
a eee 10 10 70 94 oe 
6.006. 40. oc coe 0 6 30 60 84 q 
i errr re 2 2 54 | 54 | _ Pee 
7 00-7 .4Q. wc cccccs 2 3 52 52 | es m 
Pe fee 2 I 50 | 49 m 
8.00-8.49......... 29 9 48 | 48 | qg 
8.50-8.99..... ‘ 10 | 10 I 39 | a ‘ 
ee re 9 | 29 9 29 Pe q 
EE 6 GRiandean 100 100 | 





It can be readily seen from this table that the median has 
shifted from $7 in 1890 to $7.50 in 1Ig00— showing an increase 


“ Bowtey, Elements of Statistics, p. 125. 
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of 7 per cent., though wages have evidently fallen. The average 
for 1890, $7.24%, compared with the average for 1900, $6.81, 
would have indicated a decrease of 6 per cent. What really dis- 
placed the median here was, of course, the change of one employee 
from the fifth to the sixth group; and this change might have 
been caused by the addition of one cent a week to his wages. 
Similarly, a movement of the same employee one group down- 
ward would have lowered the median by fifty cents. 

Having granted that the use of the median is subject to many 
drawbacks, Professor Dewey then explains that he thinks they 
are due to the use of the median alone, and that they are corrected 
if the quartiles are also given. That is, in the last table, though 
the median alone shows a rise, the quartiles show the true down- 
ward movement. However, in this case, shall we say the decrease 
in wages has been 16% per cent. as indicated by the first quartile, 
or II per cent. as indicated by the second? Moreover, the supple- 
menting of the median by the quartiles does not correct all of 
these defects, for, as Professor Dewey acknowledges (p. xxix), 
every change will not be indicated even if these three points, 25 





per cent., 50 per cent., and 75 per cent., up the wage scale, are 
given; for if the changes are not radical enough to carry these 
points from the groups in which they were located before, the 
quartiles and median will none of them show a change. For this 
reason we are told that “the median and quartiles do not tell the 
whole story, and in doubtful cases the detailed tables should be 
examined.’ But what are the doubtful cases? We are inclined 
to think that if a precise and quantitative statement of the rate of 
change is sought, all of the cases are doubtful; that is, if we want 
to know, not only that the wages of a certain class of laborers have 
increased or decreased, but the rate of increase or decrease, then 
the statement in the summary is useless. To show the great 
difficulty of reaching any definite conclusions by means of the 
median and quartiles, we have constructed from the first of Pro- 
fessor Dewey’s summary tables, that for carpet mills, a table of 
results which, instead of giving, as in the original table, the 
medians and both quartiles for the two years, shows the rate of 
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increase or decrease for 1g00 over 1890 which each of these 
terms indicates : 


WAGES FOR CARPET MILLS COMPARED FOR 1890 AND 1900.'* 


Percentage of Increase or Decrease for 1300 over 
wel as Indicated by: 
———— 





Median rst —— | 2d Quartile 
MALES SIXTEEN AND OVER— 

New England states— | | | 
PDUs ccnnceenscercses - — ndece | No change No change | No change 
All other occ upations peculiar t to onge mills... +50 +10 +10.5 

All occupations. e. os eebemeseod No change +80 + 9.5 

Middle states — | 
Dye-house hands MMe aeed cine eennue —13.6 —10 No change 
Foremen and overseers... . se anne: ait 3 | + 4 — 9.7 
General hands, helpers, and laborers... ne No change | +-16.6 | No change 
All other occupations peculiar to carpet mil’ wee — 5.5 No change + 4 
General occupations not peculiar to carpet mills. No change 10 +10.7 

WT IN i005 dccsansdsatndeecssies No change No change | No change 

All sections — | | 
Dye-house hands ........... «+ sseseeee| No change No change | —13 
Finishers........... .. Stier eel +12.5 | 14 | +-31.6 
General hands, helpers, and laborers. had No change No change | No change 
All other occupations peculiar to carpet mills . . 5.5 | No change | + 4 
General occupations not —— to carpet mills. No change | 10 +10.7 

All occupations. .... (ebeneditaasces No change No change | No change 
FEMALES SIXTEEN AND OVER - 

New England states— 
pS ee ee naaewer No change +28.5 -9 

Middle states — | 
I Seid tai in iia ciated denen talebintenhiliaes No change +37.5 | — 6 
Fee ING oo. o.os occ 08 060: secccevcs No change No change | No charge 

I coirnsens acbues. on eicaccees No change No change | No change 
All sections — | 
II iniiad steak ictcs aude wedecens No change +41 | No change 





It is evident that few definite conclusions can be drawn from 
such a table, and when we turn to the textual analysis we find that 
the results are even more uncertain than they appear. For 
no change ”’ is indicated, we find that there has 


example, when 
been “practically no change.” There may have been a slight 
increase or decrease. In a group like that of “ winders,” where 
the median shows no change, one quartile a pronounced increase, 
and the other a decrease, the text says the rates for winders “ show 
iittle change during the decade.” If we wish for definite informa- 


“cc 


tion, then, it would seem to be necessary to use the average as a 
court of last resort, which in this case, inaccurate as it may per- 
haps be, since it is not constructed from actual rates, shows that 
there has been an increase of 4 per cent. In the case of dye-house 


“Only that part of the table is given which deals with men and women of 


sixteen years and over. 
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hands in the middle states, where the table shows by the median a 
13.6 per cent. decrease, a 10 per cent. decrease by one quartile, and 
no change by the other, we find by the text that there has been : 
: ‘slight decrease” ? To 


‘slight decrease; ” but how much is this 
be definite we must construct an average, and we find that there 
has in fact been a g per cent. fall since 1890. It would seem to be 
clear, then, that if we wish an accurate and definite statement of 
what the movement of wages has been, we cannot obtain this by 
comparing the median and quartiles for the two years. At most, 
the results that can be obtained in such a case are purely tentative, 
and it does not obviate the difficulty for us to be told that “in 
doubtful cases the detailed tables should be examined;”’ for, as 
we have pointed out, if an exact and quantitative statement of the 
change is sought, resort must always be had to the detailed tables, 
and the summary is valueless. Moreover, resorting to the detailed 
tables is not very illuminating to the average citizen, for it is not 
easy, to quote Professor Dewey's own words, used in a slightly 
different connection, to grasp “the significance of tables so 
elaborate in detail.’ If the purpose of the summary was correctly 
stated to be to give “the results derivable from the detailed tables 
in a form in which they can be readily compared,” then it has 
failed in its purpose. ‘To ask the ordinary reader to compare the 
wages for thirty-four different industries at three points along the 
scale, and then expect him to form a judgment of what the wage 
movement for the last decade has been, is to ask the impossible. 
Nor does it help matters to refer him to the detailed tables, for the 
average person is quite helpless when faced by 600 pages of tables ; 
they mean nothing to him, and it is a part of the work of the 
statistician to make them mean something. If a summary can- 
not be presented which will mean something —and that some- 
thing not misleading — we have an open confession of failure on 
the part of statistical method. 

It should be noted that Professor Dewey believes that the 
“treatment of wage statistics should be as far as possible descrip- 


tive.” It is, he says, “far more important to know that one-half 
of the laboring class receive wages between $1.25 and $1.75 per 


day than to know that the average of the total is $1.50.” Whether 
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or not this is true depends upon the purpose we may have in view. 
If we wish to show what the movement of wages has been from 
one period to another, and we had to compare thirty-four of these 
wage limits, we should not be inclined to agree with the statement. 
To compare only the average wage of all employees for two 
periods is, of course, open to eertain well-founded objections. It 
may be that men have not been paid more or less for doing one 
specific thing, but that the proportions of skilled and unskilled 
labor have been changed. However, that this average has a cer- 
tain limited usefulness is shown by Professor Mitchell'* in his 
study of the movement of wages during the Civil War — unques- 
tionably the most complete study of the movement of wages that 
has been made for any period of our history. Of course, such a 
single average would have meant very little given alone, but if we 
had been given an average wherever throughout the summaries 
the medians and quartiles are used, it would have been possible to 
arrive at very definite and valuable conclusions as to just what the 
wage movement for the decade was; and whenever we have 
laborers in well-defined occupational groups, such as, in the table 
for carpet mills, dye-house hands, finishers, winders, or even 
“general hands, helpers, and laborers,” the averages would 
unquestionably be valid and significant. “The average certainly 
has the merit of giving positive results instead of vaguely incon- 
clusive statements; nor do we think there would be any question 
here of sacrificing truth to definiteness. The average, it is gen- 
erally agreed, is not a substitute for the facts, but a means of 
enabling the mind to grasp the significance of a complex mass of 
data; and while no conclusions at all are to be preferred to 
fallacious ones, the average, rightly computed and rightly used, 
does not lead to the latter.'® 

“ Mircuety, History of the Greenbacks, p. 300. ‘ While a series of such 
averages does not present the facts concerning the changes in wages of any specific 
individuals or groups, it is nevertheless the only means by which a general notion 


regarding the circumstances of the whole class of workingmen can be arrived at.” 


" On this point see Dr. VENN’s very interesting article on “ The Nature and 
Uses of Averages" Journal of the Royal Statistical Society for 1891. Also the 
article by Carrott D. Wricut on “ The Evolution of Wage Statistics,” Quarterly 
Journal of Economics, Vol. V1. 
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There is one other defect in regard to the use of the median, 
or median with quartiles, which we have not noticed, because, 
while of interest so far as the general question of method is con- 
cerned, it does not very closely affect the volume in hand. 
This point, to which our attention is called in the Introduction 
(p.xxvii), is that if the number of items is smali, or the workmen 
employed are massed at a few rates widely separated from one 
another, the basis of comparison furnished by the median and 
quartiles is not satisfactory. This can be readily seen from the 
following table, which is quoted (p. xxvi) as an illustration: 


BEAMSTERKS 


RATS PER WEEK 


(Dollars) Number Per cent. 
1g00 1890 1900 18,0 
. 
ner ees i. Bweeus 10.0 
OS POH. 6ae dds [so bnccalevccwebee cas eikeenes 
ce Le Serr er 4 2 | 80.0 | 20.0 
12. §0-12.9Q. 2. see. S  leaseas ZOO Jiccase 
| 

Te a ey ne a Boao 70.0 
COM acceenes 5 | 10 {100.0 |100.0 


It is, of course, clear that the median and both quartiles fall 
together in the $12.00-12.49 group in 1890, and in the $13.00- 
13.49 group in 1900; and if we should accept the conclusions of 
the median and quartiles here, we should have an increase of 8 per 
cent., while the average shows no change. For the most part, 
however, the numbers in this volume are so great that this situa- 
tion does not occur here, and the point is practically worth rais- 
ing only in connection with the general question of method. 

When we come to a consideration of the question, ‘ What 
conclusions are reached regarding the trend of wages during the 
decade?” we find it a very difficult one to answer. Such con- 
clusions as are reached are to be found in the summary, which we 
have already discussed, and in which, as we have shown, no 
definite statements regarding the movement of wages in any or 
all industries are to be found. In the textual analysis accompany- 
ing the tables we find vaguely indefinite statements: that in the 
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iron and steel mills “apparently little change took place in the 


wages of men in the three sections adequately represented by the 


returns;” or in the paper mills, that the “industry shows little 
change in the rates for men and a slight decrease for women;” 
or in the tobacco industry, that “on the whole the returns indicate 
very little change during the decade, either for men or women;” 
or of tanneries, that “ the returns indicate considerable decrease in 
wages during the decade.” We are inclined to ask just what is 
‘apparently little 
‘very little change,” “slight variation,” “a definite 
slight decrease,” “ considerable 
increase,” that are to be found in the text. If we wish to know 


meant by such noncommittal expressions as ‘ 
change,” ‘ 


““ ‘ 


though not a great decrease,” 


what the trend of wages has been, a quantitative statement is 


essential. 


What, we wonder, are we expected to conclude from this 
. 


statement regarding wages in agricultural implements ? 

Since for a part of the employees reported only earnings can be obtained 
and for a part only rates, it is not possible to make a single tabulation for the 
entire industry.” It is evident, however, from the various tabulations in the 
several sections that wages of males sixteen and over changed little in the 
New England and middle states, probably increased only slightly in the central 
states, and decreased slightly in the Pacific states (p. 1). 


“ec 


General Summary ”’ is 
given (p. xcix), but with regard to this, as with regard to those 


After the summary for each section a 


just discussed, we are inclined to believe that the average citizen 
in search of information will find himself mystified rather than 
enlightened. The “ General Summary ”’ is divided into five parts, 
one for each of the five sections, with no attempt to give any 
generalizations with regard to the whole country. We quote the 
first part of the summary — that for the New England states — to 
show the general character of the whole: 

New England states— The wages of men sixteen and over increased in 
three of the textile industries —“ cotton mills,” “ dyeing and finishing textiles,” 
and “woolen mills”—and changed little in the “carpet” and “knitting 

* This discouraging statement introduces several of the general summaries: 
carpet mills (p. xxxii), cotton mills (p. xxxvii), knitting mills (p. x!i), woolen 


mills (p. xvli), agricultural implements, (p. 1), wagons and carriages (p. lvii), car 
and railroad shops (p. lix), cigars (p. Ixxvi), printing (p. xc), shoes (p. xcv). 
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mills;” those of females sixteen and ever increased in “cotton,” “ knitting,” 
and “woolen mills,” and changed little in “ dyeing and finishing textiles.” In 
“woolen mills ” an increase is shown for children of both sexes. In the metal- 
working industries little change is shown in the wages of males sixteen and 
over in “ foundries and metal-working;” in “shipyards” there is a decrease ; 
“cigars” “paper milis,” and “ printing” show increases in the wages of 


” 


males sixteen and over; “bakeries” and “rubber,” little change; and 
“shoes” and “tanneries,” decreases. For females sixteen and over, increases 
are shown in “clothing” and “ printing,” and little change in “ paper mills.” 

We are inclined to wonder, after reading such a summary for 
each of the five sections, whether the report has fulfilled its mis- 
sion of “ promoting a definite termination of the question whether 
wages have tended to increase or decrease during the decade.” '* 
It seems clear that to do this we should have had some quanti- 
tative statement of just how much wages had risen or fallen since 
1890. ‘This the volume certainly does not give us. We are told 
in the Introduction that “ statistical art has its limitations; espe- 
cially is this so in problems requiring descriptive treatment, such 
as wages.” No one would question the statement that “ statistical 
art has its limitations,” but we are unwilling to admit that they 
are as great as the summary seems to indicate. No one who is 
familiar with Professor Mitchell’s study of wages, to which we 
have already referred, can doubt the ability of the statistician to 
reduce the movement of wages to a quantitative expression. 

This failure of the report to give any positive statement of 
what the trend of wages has been is the more ta be regretted 
because in its absence the figures given in the Census of Manu- 
factures are likely to be quoted as an authoritative statement of 
the fall of wages since 1890. The figures are, of course, shown 
to be valueless for purposes of comparison, but they are tempt- 


ingly definite, and many people will use the figures who do not 
stop to read the explanation. The Bureau of Labor showed '* by 
an investigation of only 148 establishments representing 26 indus- 


tries that wages had risen 3.43 per cent. from 1891 to 1900, and 

that wages wete higher in 1891 than in 1890. The department 

expressed itself as of the opinion that, while data were lacking for 
™ Twelfth Census of Manufactures, Vol. I, p. cxxv. 


8 Bulletin No. 30 of the Department of Labor, pp. 913-15. 
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a “strictly scientific calculation of relative wages,” yet, on the 
whole, the results were “entirely fair and undoubtedly approxi- 
mate very closely the actual conditions for the whole country.” 
[f the report on the basis of its more extended data could have 
either proved or disproved this statement, it would have met what 
we believe is a very general and genuine demand for authoritative 
information on an important subject. Whether or not the 
department had sufficient data to show a rise of over 3 per cent., 
it is probably safe to assume that wages were at least no lower in 


1900 than in 1890, and in this event real wages were probably 
slightly higher. We question seriously whether they are as much 
higher as the Bureau of Labor has shown in another Bulletin, ?® 


in which there is a rise in real wages from 165, the index number 
for 1890, to 195, the index number for 1899.2° But prices in 
1900, as later and very extended investigations of the bureau have 
shown, were very slightly below the level for 1890, for the index 
number for wholesale prices is 112.9 in 1890 and 110.5 in 
1900, 7! while the relative retail price of food weighted according 
to the average family consumption was in 1890, 102.4, and in 
1900, 101.1.°* It follows then, that even if money wages fell 
slightly between 1890 and 1900, real wages were little if any 
lower at the end than at the beginning of the period. 

One other point should be noted before we leave the subject 
of the wage movement during the decade, and that is, that no 
decennial investigation can ever show the real “trend of wages.” 
In the present instance, if the wage movement has been at all like 
the price movement for the decade, the line from 1890 to 1900, 
instead of being nearly straight, would be like the outline of an 
inverted pyramid with the point of depression at 1896. Wages 
undoubtedly fell during the middle of the decade, but recovered 
again before the close, so that a decennial investigation would 
indicate an almost stationary condition, though a very radical 

” Bulletin No. 38, Table IlI, between pp. 126 and 127. 

"There is no figure for 1900, but had the table been carried out, it would 
probably have been higher than the one for 1899. 


* Bulletin No. 37, p. 235. * Bulletin No. 49, p. 1139. 
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change undoubtedly occurred. If statistics of wages cannot be 


collected annually by the census — and we suspect this is the case 
— then provision should be made that will enable the Department 
of Labor to carry on such an investigation; for it certainly is not 


unreasonable to demand that we may sometime have as satis- 
factory information regarding annual changes in wages as the 
Bureau of Labor has given us in regard to the movement of 
prices.2* The question should also be raised whether data col- 
lected only from manufacturing industries, with such important 
classes of wage-earners as agricultural laborers, miners, and rail- 
way employees excluded, are sufficient to establish the correct 
wage movement for the decade. It is, of course, clear that with 
regard to these last two points, the present census is in no sense 
to be criticised, for it obviously could not do things for which nc 
provision had been made; but we have every reason for hoping 
that with a permanent Census Bureau much can be done in the 
future, in the matter of wage statistics as well as other things, 
that has been impossible in the past. 

There are some other features of the book which should be 
noticed briefly. The first of these is the comparison by establish- 
ments, the tables for which occupy 361 pages. The purpose of 
this comparison is to show the “sort of changes that have taken 
place between 18g0 and 1900-in individual mills and factories, 
and the relation of these changes to the general course of wages 
during the decade” (p. xxiii). At the beginning of each of the 
series of tables in the establishment comparison there are concise 
statements of the normal working time per week — which, we 
may note in passing, has in a very large number of cases decreased 
since 1890; and the change, if there has been any, in the class of 
labor employed — whether a substitution of women and children 
for men, and vice versa—is noted. An explanation is also given 
of the important changes in the method of production during the 
decade, and an interesting illustration of this is that in one of the 
cotton mills there had been a 10 per cent. increase in product 
through the establishment of improved machinery. Some inter- 


* See the very admirable series of price quotations in the Bulletins for March, 


1902, and March, 1902. 
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esting information regarding the effect of changes of method on 
wages is given in the analysis of occupational comparison. For 
example, in the tobacco industry hand-work has been superseded 
by machinery, with very little change in the wages for either men 
or women (p. xcix); in printing, the substitution of machine for 
hand compositors radically changed the character of the work, 
and the wages of both men and women have increased (p. 
Ixxxix ); with regard to the clothing trade we are told that “the 
practice of having parts of the work done by contract has taken 
away from the industry of clothing manufacture the unity it at 
one time possessed” (p. Ixxviii), and this is one of the industries 
in which we find a marked decrease in the wages of men and a 
slighter decrease in women’s wages. 

Other tables of which we have not spoken are those which form 
“The 1900 Total,”’ so called to distinguish them from ‘‘ The 1go0o 
Comparison.’ This series of tables includes all of the returns for 
1goo, including those from fifty-five establishments employing 
14,545 employees, which were excluded from the comparison 
because satisfactory returns for 1890 could not be secured. In 
these tables also are included those returns which were rejected 
from the comparison, though the establishments from which they 
came were not; that is, while certain occupations within two 
industries might be fairly compared for the two years, others 
could not be, but all are brought together in these tables of totals. 
These, it is hoped, may be “useful for comparison with future 
investigations and to determine absolute rates for all persons pos- 
sible in 1900,” but we are warned that for purposes of comparison 
with wages in 1890 the returns in the comparison tables should 
be used; and, of course, with good reason, for great effort was 
made that the data in these should be fairly comparable. 

Much interest also attaches to the thirty-one tables representing 
nine industries which furnish basis for a comparison of rates and 
earnings. While it is generally agreed that earnings are of morc 
interest than rates, there are great difficulties in obtaining data 
for the former which will be comparable for any two years. In 
the present volume, therefore, where pay-rolls showed the earnings 
‘Analysis ” (p. xxx) it 


‘ 


they were tabulated separately, and in the 
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is pointed out that, on the whole, the parallelism between rates and 
earnings is very close, with a tendency, when a large number of 
persons is considered, for rates to be somewhat higher than earn- 
ings. Mention should also be made of the very useful ‘ Glossary ” 
at the end of the volume, which furnishes a great deal of informa- 
tion that is ordinarily not easy to obtain. A list of the occupations 
peculiar to each of the thirty-four industries is given, and each 
of these occupations is briefly described, and the degree of skill 
indicated which is necessary for the work. 

There is, indeed, abundant evidence all through the volume 
to show that it is the result of much thought, painstaking care, 
and patience. Every possible effort was made to secure accuracy, 
and the four series of tables, covering more than 1,100 pages, are 
as nearly perfect in their way as the most critical statistician could 
desire. While we regret that tables of actual rates were not used, 
particularly in the occupational comparison, and while we think 
that the report should have furnished definite conclusions regard- 
ing the trend of wages, yet we realize that the volume represents 
a great advance over all other census wage statistics in accuracy 
and completeness, as well as in methods of tabulation and presenta- 
tion, and that Professor Dewey has given us, as we have said 
before, the best collection of wage statistics ever published by the 
Federal Census. 


EpitH AppottT. 
* UNIVERSITY OF CHICAGO. 











LABOR INSURANCE. 


Ii is characteristic of the condition of the free laborer today 
that he possesses no capital, though he may have some personal 
property, and his only means of livelihood is the sale of his labor 
power. In the very nature of things, therefore, every working- 
man must inevitably look forward to a condition of things when 
his means of subsistence will be cut off — whether by accident or 
old age—when his labor power will vanish altogether or fall 


below that of the marginal worker whose employment is profit- 


able to the capitalist. The problem of possible pauperism is there- 
fore one which a large part of the population of the civilized 
world must face. Labor insurance is the one more or less success- 
ful effort to solve this problem. 

Insurance is a substitution of social co-operative provision for 
individual provision, of social effort for individual effort; and 
labor insurance is a social guarantee against the mishaps incidental 
to labor, or a social provision for the inevitable future poverty of 
the laborer. 

The dilemma which the laborer must face today might be 
briefly summarized thus: Spend all you can; raise your standard 
of life in order to raise your wages, and always remain at the brink 
of the abyss of poverty and destitution and charity; or, on the 
other hand, spend little, save; let your standard of life fall, and so 
induce a fall of wages which will eventually destroy your saving 
ability. The real issue is, not insurance versus saving, but insur- 
ance versus charity; and if they looked at the problem in that 
light, it is possible that many sociologists would modify some of 
their arguments against it. Asa matter of fact, while life insur- 
ance among the prosperous classes remains a modified form of 
saving, labor insurance gradually grew out of charity, at first 
supplementing it, and finally substituted for it as a better means 
to the same end. The friendly societies of England and the 
lodges of America originally were simply societies for mutual 
charity, where relief was a favor and no right; but out of these 
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co-operative insurance developed, which laid a foundation for 
future state universal insurance. 

The proposal to transfer the business of labor insurance to 
the state has called forth a great deal of criticism, and an examina- 
tion of the main objections to state insurance will be worth while. 
These are briefly: (1) undue extension of the functions of the 
state; (2) excessive financial burden upon the resources of the 
government; (3) ) possibility of abuse and corruption; (4) inter- 
ference with the private legitimate business of insurance. 

The first objection is of so broad a character that to meet it 
would necessitate a general discussion of the nature of the state 
or government, and would be beyond the limits of this paper. We 
may say, however, that the police theory of the state is so rapidly 
losing ground that it hardly requires a formal refutation. The 
financial side of the question will be considered presently, when 
we come to consider the distribution of the burden of labor 
insurance. 

in speaking of the various abuses in the execution of the law, 
one has in mind chiefly accident and sickness insurance. German 
statistics are quoted in support of the view that state insurance 
unduly increases the number of applicants for relief. The very 
fact of its growth is no evidence of an undue abuse, however. 
\Ve might, on the contrary, be dealing here with a very proper 
extension of the useful work of the system. Private insurance, 
moreover, is not free from such abuses, as recent experiences in 
New York have shown. Finally, interference with the private 
business of insurance companies is an argument that can easily 
be turned in favor of state insurance, as we shall presently see. 

The advantages of state insurance can best be shown by a 
comparison with the other existing methods of labor insurance — 
individual enterprise, or the co-operative plan, whether religious, 
semi-religious, or labor-union. That insurance can be made a 
profitable business is shown by the vast number of private life, 
sickness, or accident tnsurance companies; and yet their profits 
can be drawn only from the insured, either by raising the pre- 


mium or by lowering the benefits. Another inevitable evil of 


insurance managed in the interest of profits is the so-called 
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“selection of risks,” which confers the benefits.of insurance only 
on the strongest, healthiest, and those not working at dangerous 
occupations -—in short, upon those who need it least. The same 
objections, though perhaps in a less degree, can be made to the 
co-operative plan, and anyone at ali familiar with the practical 
workings of a co-operative insurance association will also agree 
that its rates are exceedingly high, because of the high expense of 
administration. Another drawback of the co-operative plan is its 
inability to meet an emergency save by the heavy taxation of a 
limited number of members. In short, state insurance must be 
cheapest and most efficient. Another advantage is its more 
scientific adjustment of rates because of a scientific use of the 
probability tables, which can be relied upon only when applied to 
large numbers. The greatest advantage of a well-regulated sys- 
tem of state labor insurance, however, is the possibility of making 
insurance universal. This object is reached by making insurance 
compulsory. 

Theoretically, these two features can be easily separated. 
State insurance need not be, and is not always, compulsory. On 
the other hand, the state may compel insurance without taking 
upon itself the burden of regulation or control of the work. Yet, 
historically, it cannot be denied that state labor insurance tends 
to develop into compulsory insurance, and, vice versa, com- 
pulsory enforcement of labor insurance makes some social control 
inevitable. 

It is the compulsory element in labor insurance, however, that 
has called forth the more violent opposition. It is claimed that it 
puts a heavy burden upon both the workingman and his employer, 
and even upon the state; and it has been called a most odious 
example of infringement upon personal liberty. This latter objec- 


tion raises a problem as general and abstract as the argument of 


undue extension of state functions. 

The economic question connected with labor insurance, as dis- 
tinguished from the social question — i. e., the question of effect 
of insurance upon wages, profits, and price, or what we might 
call the “incidence of labor insurance ’— may now be discussed. 
\When we come to consider who should bear the burden of labor 
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insurance, whether the workingman, the employer, or the state 
should pay the weekly or yearly premiums, as the case may be, 
or whether each shall contribute his share, we come to what we 


‘ 


might call the “incidence of labor insurance’’—the question of 
its effect on wages, profits, and price. As the object is provision 
for the workingman, upon him, the individualist maintains, must 
necessarily fall the whole burden of it. On the other hand, as 
insurance against accidents and accidental death constitutes the 
main function of labor insurance, and as this is intended to be a 
substitute for employer's liability, it would seem to be a matter 
of plain justice that the employer bear the whole burden, as he 
practically does at present in this country when insuring himself 
against the possibility of damage suits. Finally, the extremist 
may claim that, as this is a social function, society (or the state) 
in its entirety should bear the whole financial burden.' Lhis much, 
however, must be true: society as a whole does bear this burden, 
and it is only a question of distribution. 

Theoretically, then, the question whether the state should 
bear the burden or not depends upon the sources of state income, 
and still more upon our view as to the incidence wf taxation. 
Indirect taxation today predominates over direct, and the goods 
of the greatest demand are those most heavily taxed. The inci- 


dence of taxation therefore falls heavily upon the workingman — 


much more heavily than upon the capitalist; aiid that, we are 
inclined to think, is the strongest objection to imposing the whole 
burden upon the state treasury. 

There remains, therefore, the question of division between the 
employers and employees. This is a practical question which can 
hardly be decided upon any abstract theoretical considerations. 
It will rather be the outcome of a struggle between two opposite 
social forces, as each class will evidently endeavor to shift the 
burden upon the other. The system as it exists in Germany is a 
compromise, as both sides share in it; and no compromise has 


Of course, it might be argued that such “ insurance,” without any payment 
of premiums, would not be insurance at all, but a system of pensions. However, 
the meaning of “ insurance’ may be somewhat extended. Etymologically it allows 
of such extension as long as there is the surety of obtaining the pension under 
certain conditions. 
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ever been constructed on logical lines. \Ve may approach the 


question teleologically, from the standpoint of justice, or, again, 


study it objectively and endeavor to discover the economic results 
of each method —1. e., the influences upon profits, wages, and 
price. 

Krom the standpoint of justice, we must admit the right of 
every individual to the necessary means of existence, even after 
his productive powers have failed, no matter from what cause. 
Should, then, the burden of this relief fall! only upon the 
fellow-employees — people in a more or less precarious economic 
condition ? 

[f the object be to raise the standard of life— not the potential 
standard, as measured by income, but the actual standard, as 
measured by expenditure — then this object would be defeated by 
putting the burden upon the laborer, for this guarantees him an 
escape from future suffering only by direct reduction of present 
happiness, of which his stock is by no means any too large. We 
can therefore find only one fund out of which the expenses of 
labor insurance ought to be paid —-the fund of rent and interest, 
or the collective fund of profits. 

But shall we for this reason condemn any system which, like 
the German, makes the workingman share the burden? The 
situation is not so bad, even in such a system, as it might appear 
at first sight. Professor Hamilton is right when he says: “He 
will count as wages what he actually receives, and the insurance 
benefits will come to be regarded as of the nature of the pension 
provided for by a tax upon his employer.” And again: “ His 
dues will be levied upon before his wages have reached him, and 
he will not realize that he is paying anything.” But the inferences 
we draw from it are somewhat different. We consider this the 
best feature of compulsory insurance, for it will teach the work- 
ingman to take into consideration the actual present wages, and, 
as the workingman will not allow the introduction of a system of 
insurance to lower his standard of life, as he will necessarily make 
an effort to keep it at the old level, his collective effort will, we 
think, enable him to regain his old wages and the insurance pre- 
mium. But will the employer actually pay this extra expense out 
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of his profits, whether in direct contribution to the insurance fund 
or in indirect rise of wages? Will not the burden be shifted by 
increased prices to the consumer? That is the most important and 
difficult economic question. Not that an affirmative answer to it 
would affect the merits of labor insurance, for low prices do not 
always mean a low social cost, a small amount of disutility. As 
the Webbs have convincingly shown, low prices may simply mean 
a high degree of exploitation in which the consumer has a share, 
as in the case of parasitic child-labor. Speaking in a somewhat 
different terminology, Marx has pointed out that many goods are 
sold below their normal value in the competitive market. When 
low prices are conditioned by entire lack of provision for the 
workingman’s future, which lack of provision must necessarily 
increase the number of dependents and paupers, then we are deal- 
ing with a modified form of parasitic labor —i. ¢., labor that does 
not altogether exist by the products of its own work. 

That the expenses attached to labor insurance will increase 
prices is by no means certain, however. Argue as much as we 
may about theories of value, it is none the less true that the actual 
cost of production remains the practical determinant of prices in 
everyday industrial life, and from the standpoint of this theory it 
would seem that labor insurance, increasing the current expenses, 
would increase the price. This would certainly happen il the system 
of labor insurance were working only in isolated industries, and 
capital, on the theory of its free mobility, could then move away 
to other industries unincumbered with this burden, and so main- 
tain its old rate of profits. Where labor insurance is universal 
such transfers evidently could not take place. We are therefore 
led to the conclusion that the incidence of labor insurance is upon 
profits, rent, and interest. The conditions of international trade 
may, however, be cited as an objection. It may be claimed that 
this burden will injure the home industry in the international 
market. This is the old argument of dear labor, which, as we 
know inductively, has never interfered with the growth of any 
industrial country. Certainly dear labor has not stopped the 


growth of American exports, as labor insurance has not stopped 
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the goods “made in Germany” from permeating the world- 
market. 

This view of the incidence of labor insurance will enable us 
to decide better as to the comparative value of voluntary aud com- 
pulsory, or private and state, insurance. Proceeding from the 
assumption that this incidence upon profits is the more desirable 
one, we see that such incidence is less open to question where the 
employer pays the premium rather than the employee — more 
plausible with universal than with voluntary insurance. With 
modern mobility of labor, upon which trade-unionism has put, as 
yet, a very limited check, the thrifty workingman cannot shift 
upon the employer the burden of private insurance —a burden by 
ne means insignificant, as the practice of American lodges will 
show —for he must compete with the careless member of his 
trade who does not give a serious thought to his future. And 
where the employer himself undertakes the work of insurance — 
e. g., many American railroad companies —it would seem that 
with any actual competition in the labor market the value of such 


insurance would inevitably be discounted from the wages. Only 


universal and equal insurances, which of course practically means 
compulsory state insurance, with the employer as the sole or 
chief contributor to the expense, will make the desirable incidence 
possible, if not absolutely certain. 

Up till now we have spoken of labor insurance as a whole. 
We can make the various principles involved much clearer when 
we turn to the different kinds of labor insurance, each of which 
must be judged on its own merits. Mr. Willoughby, makes a 
classification into four groups — sickness, accident, old-age, and 
unemployment insurance. Brentano, who wrote on the subject 
twenty years ago, made a division into six classes in the following 
order: (1) rearing of children in case of death; (2) assistance 
in unemployment; (3) sickness insurance; (4) invalidity insur- 
ance; (5) old-age insurance; (6) burial expenses in case of 
death. The first and sixth of these classes may be combined 
as “life insurance,” which is just the class missing in Mr. 
Willoughby’s system. Though insurance against death usually 
takes the one special form of insurance against death by accident, 
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yet it need not necessarily be so, for, after all, it makes very little 
difference to the widow and orphans left behind whether accident 
or disease, or even natural circumstances, have caused the death. 
Again, the principles and practice of death insurance are totally 
different from ordinary accident insurance. It is therefore a 
serious mistake to identify these two. 

Of all forms of insurance the one against sickness is the 
oldest in the domain of both private and public or state insurance. 
This is naturally so from economic necessity as well as from 
charitable motives. Sickness, and therefore failure of working 
power and consequently of means of existence, was for centuries 
relieved only by charity. And charity, as Professor Giddings 
says, is a luxury. 

Insurance in case of sickness is especially necessary because 
sickness strikes the man of limited means with double severity. 
As modern civilization has substituted expensive medicines for 
the vis curans naturae, the heaviest expense coincides with a sud- 
den cessation of income. Say what we may about the necessity of 
providing for the rainy day, the remarkable popularity of medical 
charity, both among the givers and receivers, is certain evidence 
that the provision is insufficient. 

Shall the workingman bear the whole burden of this insur- 
ance? If we consider the enormous expenditures upon hospitals 
and kindred institutions, it becomes very doubtful whether the 
working class would at all be able to meet that part of the expense. 
Yet the modern system stigmatizes every recipient of the services 
of these institutions as a pauper. The modern state has shown its 
readiness to undertake the expenses connected with the hospitals 
in more than one place. In regard to financial assistance, how- 
ever, the principle has been both theoretically defended and prac- 
tically introduced that the workingman meet the expenses out of 
his wages. Sickness, it has been claimed, is an individual matter, 
for which neither the employer nor society at large is in any way 
responsible. This view remains the popular one, though in 
glaring contradiction to the teachings of modern medicine and 
hygiene. Without going too deeply into the professional aspects 
of the matter, attention may be called to the fact that the great 
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causes of all disease are very limited, and are chiefly infection, 
exposure, exhaustion, and strain. Disregarding for a moment the 
results of heredity, it is the conditions of life and work that cause 
disease. Is the individual workingman to be held responsible for 
these conditions of life and work? By what theory of justice or 
right can a man be blamed for inhaling the bacteria of diphtheria 
from his neighbor’s mouth in an overcrowded factory, or for 
contracting rheumatism in a drafty car? And while these causes 
may be considered elemental and beyond human control, yet in 
many other cases the employer’s responsibility is a great deal more 
evident, as, for example, a hernia or a dilated heart contracted 
from overstraining, or varicose veins, the result of standing too 
much, or grinder’s or miner’s consumption. Factory legislation 
has tried to meet this problem, but what it has accomplished is 
very incomplete so far. 

The theory of accident insurance seems a great deal simpler 
than that of sickness. - While the question may be hotly discussed 
in court whether the employer or employee is responsible for a 
particular accident, yet no unbiased observer can fail to see that 
the general responsibility for accidents lies with the process of 
production as such. Year in and year out industrial workers will 
give a larger percentage of injured than agricultural workers, 
and railroad and mine employees a larger percentage of injured 
than any other branch of industrial activity. The workingman 
out of employment does not run the risk of losing life or limb. 

This evident responsibility has given the injured workingman 
a claim for relief which the sick one does not possess—a claim 
upon the employer besides the expectation of individual or public 
charity. The common-law liability for such claims has proved 
so unsatisfactory that organized labor in politics has always con- 
tended for statutory establishment of such responsibility. Some 
writers on insurance have therefore included employer’s-liability 
acts with insurance. Yet these two methods are entirely opposite 
and affect both employee and employer very differently; for an 
employer’s-liability act, no matter how liberal, presupposes litiga- 





tion, and accident insurance means only a certain yearly charge. 
As was pointed out by the Webbs in their Jndustrial Democracy, 
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employer’s liability, even if perfectly just in regard to the work- 
ingman, may be very unjust to the small employer, as one work- 
ingman’s leg may be worth half his capital. In this country 
employers protect themselves from such possible dangers by insur- 
ance against damage suits. Any efficient employer’s-liability act, 
however, would raise the rates of such insurance so much that a 
system of workingman’s accident insurance would be preferred 
by the employer himself. 

The one great objection most frequently raised against con- 
pulsory state insurance, either for sickness or for accidents, is 
that the workingmen abuse the system, which leads, of course, to 
greater increased expenditures. It is claimed that the number of 
injured and sick is enormously increased thereby, because of the 
carelessness of workingmen when they are sure of support. 
Simulation is another claim, which can apply only to sickness, 
however, as simulation of accidents can scarcely be imagined. 
The space is too limited for an extensive criticism of the facts 
brought forth in support of this accusation and based mainly upon 
(German statistics. If the facts were true, the abuses, and not the 
system, would call for correction. That flagrant abuses are pos- 
sible in the practice of private insurance companies as well, recent 
experience in New York has shown. As to the increasing care- 
lessness, we must think the workingman a great deal less suscepti- 
ble to physical discomfort and bodily pain than ourselves, if we 
believe that the few dollars of weekly allowance will reconcile him 
to disease or injury. 

Again, insurance is better than employer’s liability, especially 
in cases of permanent disability, because it supplies a current 
income instead of a lump sum which is too large for temporary 
use and usually too small to serve as a source of steady income. 
Permanent disability, moreover, may happen from other causes 
than accidental injury, as from invalidity due to sickness, or from 
old age. 

As saving, on the one hand, and charity, on the other, are the 
ordinary methods of meeting the failing power of production in 
old age, so old-age insurance may be made to approach either 
saving or public help. Where old-age insurance is made to depend 
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upon the individual contributions of the workingmen, it is, after 
all, only a modified form of saving. If society is made a partial 
or chief or sole contributor, old-age insurance is nothing but a 
guaranteed form of old-age pension. From a sociological point 
of view, the workingman who has spent his life in socially useful 
and necessary toil is entitled to support during his old age— 
entitled to it not as a matter of public safety, the basis of most of 
the charitable work done today, but as a matter of justice and 
right. Here is the difference between the English poor-law and 
a system of old-age pensions or insurance. If, however, a small 
individual payment from the insured be required, it may have the 
value of giving the insured the illusion that in getting the pension 
he is not exactly a public charge. But this psychological value is 
only temporary and conditioned by the laborer’s lack of education. 
A soldier is not ashamed of his pension. Why should a working- 
man be? Are we ready to admit that a life full of toil is of less 
social value than a life full of play and parade, with a few occa- 
sional battles thrown in? 

All workingmen must look forward to an incomeless old age, 
but not all reach it, for many die young, leaving the people who 
have been dependent upon them without any means of support. 
This makes another branch of insurance necessary — the so-called 
life insurance, which is the last provided for in any country. 
Brentano, who twenty years ago wrote a great deal against com- 
pulsory insurance, insisted throughout his writings that the system 
of labor insurance must strictly correspond to the contemporary 
industrial order; and since wagework of women is a characteristic 
feature of this order, therefore the widows, as such, is not in need 
of support. It might just as well be argued, however, that child 
labor is another feature of our industrial order, and therefore 
children above thirteen or fourteen are economically independent 
and do not stand in need of support. Even then, however, there 
remains the matter of provision for smaller children — the work 
done now by many public and private asylums. Moreover, labor 
of women and children is one of the main evils that call for cor- 
rection, and labor insurance may properly be called an attempt in 
that direction. This kind of insurance is one that is particularly 
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easy of realization, as the work done by private insurance com- 
panies will show. Small contributions from the workingmen, 
some financial assistance from the employers, made compulsory 
on the same general principles upon which the employers con- 
tribute to the cause of sickness insurance, and.a direction into this 
new channel of a part of the state’s-expenditure for charity, would 
very easily accomplish the result. 

In discussing these various branches of labor insurance we 
have purposely spoken in very general terms, omitting all refer- 
ences to details, which are, nevertheless, very important, when 
an actual introduction of the system is contemplated. Such are 
the questions of separate funds for the different systems of insur- 
ance, of localization versus centralization of funds, of distribution 
of charges in time, of distribution of charges between the different 
classes and the state, of the limits of financial assistance in each 
particular case of insurance, and others as well known. Most of 
these points have to be decided on the grounds of convenience and 
expediency, and it is scarcely within the scope of the present paper 
to discuss thern. 

There is one branch of insurance left undiscussed, which, 
though no less important than any we have spoken of before, is 
much more complicated. This is insurance against unemploy- 
ment. In the discussion of this form the principles just enunciated 
will prove helpful. 

It is certainly true that, as Brentano tried to point out, from 
one point of view this form of labor insurance is more necessary 
than all others, for only some such kind of insurance will enable 
the workingman to meet all the other obligatory insurance charges 
in time of unemployment. On the other hand, he also pointed 
out that it is no less true that such insurance stands in glaring 
contradiction to all the principles of our industrial system, as an 
army of unemployed is an almost necessary factor in the working 


out of all the natural laws of wages. If any form of labor insur- | 


ance with state and employers’ participation is in the nature of a 
compromise of the employers’ class with the working class, insur- 
ance against unemployment would be the greatest compromise of 
the kind. The causes of unemployment are certainly a great deal 
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more complex than the causes of sickness or accidents. First we 
have the season trades (especially the building trades), where 
the weekly or daily wages do not at all represent the average daily 
or weekly income. Some of the members of these trades may 
have side occupations; some have none. Second, there come the 
sporadic convulsions of industry and trade which now and then, 
usually quite unexpectedly, throw out of employment thousands 
upon thousands of workingmen. Third, there are constant results 
of industrial evolution — substitution of machine power for hand 
power, which breed a small army of unemployed, which is per- 
petual, notwithstanding the constant changes in its makeup. 
These are all what we may. call involuntary forms of unemploy- 
ment. Efforts have been made here and there to organize a sys- 
tern of insurance for such emergencies. Certainly for their cause 
the workingman can be held in no way responsible and he may be 
entitled to some claim for relief from their consequences. There 
comes, however, the difficulty of differentiating between involun- 
tary and voluntary unemployment, by which we mean something 
very different from professional “hoboism.” From the working- 
man’s point of view, this voluntary unemployment may be the 
more important of the two. Every workingman unconsciously 
adheres to the theory that his maximum wage can be realized only 
by a severe higgling of the market. There is then the tentative 
unemployment caused by search for the most profitable employ- 
ment, or by the struggle for the most profitable terms, and this 
tentative unemployment becomes the more important the stronger 
the workingman is economically. A strike is only the social form 
of such tentative unemployment. 

As a matter of fact, wherever state or municipal insurance 
against unemployment has been tried, it has always been very 
carefully limited to the involuntary kind of unemployment. For 
this form there are no theoretical difficulties, except that it 
approaches charity in its methods. The conditions of this species 
of insurance (as, for example, the necessity of proving the inabil- 
ity to obtain even the lowest employment) are such that it is just 
as unpopular among the workingmen as among the employers. 

Yet these conditions are evidently unavoidable. No matter 
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how much we believe in mutual self-help, it is nevertheless true 
that an unconditioned supply of the means of existence obtainable 
without any effort on the part of the recipient must prove to be 
very detrimental to character. If we try to meet this difficulty by 
making work obligatory in payment of this support, we are com- 
ing dangerously near the English workhouse system. And yet, 
unemployment is rapidly becoming a more frequent cause of 
poverty than even sickness or accidents. It is by no means easy, 
therefore, to say definitely what form of insurance would be best 
here, and it is here that we strike the most serious limitations of 
the work which labor insurance can accomplish. 

We are now prepared to go over the results of labor insurance 
in various countries in a very rapid manner, so as to see what is 
possible of realization. 

Germany remains the classical country for all kinds of labor 
insurance, of course. Insurance against sickness, existing since 
1883, is a system of universal and obligatory state insurance, 
though the actual work is divided between local kassen, factory 
kassen, or other organizations. The system provides for medical 
attendance, free medicines, an indemnity for all the time lost, and 
relief to women after confinement. Minor accidents are included. 
Employers and employees equally contribute. 

Insurance against accidents is no less perfect. It is universal 
and obligatory, and its object is compensation of workingmen or 
families in case of death or serious injury. Employers are the 
exclusive contributors, and the various industries are organized 
for this purpose in groups in which the frequency of accidents 
varies greatly. The amount of indemnity is determined according 
to a permanent schedule in an administrative way, with the power 
of appeal to a court of arbitration. 

Insurance against old age and invalidity was introduced later 
(1889). It is also a system of universal compulsory state insur- 
ance. Its benefits are exceedingly small, and are conditioned upon 
previous payment of premiums for thirty years. The state sup- 
plies a fixed yearly contribution to each pensioner, which amounts 
to from one-quarter to one-half of his pension. The other expen- 
ses are shared equally by employer and employee. 
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Labor insurance in Austria is largely a copy from the German 
institution. There is a system of sickness insurance for all indus- 
trial workers and transportation employees, which supplies free 
medical attendance, medicine, and a weekly allowance during the 
time of sickness. Here, too, the burden is divided between 
employers and workers, but not equally, the employers paying 
only one-third of the premiums. Insurance against accidents 
embraces practically all the industrial workers, and even agricul- 
tural and forestry workers where mechanical motors are used. 
Here the main burden of the expenses is upon the employers, the 
workers paying only one-tenth of the charges. The benefits are 
satisfactory, amounting to 60 per cent. of the wages in cases of 
total incapacity, and annuities to the widow and children in case 
of death. Invalidity insurance is evidently included in this 
system of accident insurance. The organization of insurance is 
not by industrial, but by territorial, groups. There is no system 
of old-age insurance. 

The system in France is far less satisfactory, and stands as 
evidence of the superior advantages of compulsory over voluntary 
insurance. Until very lately (1898) almost all svstems of insur- 
ance were voluntary (with the exception of that for miners) and 
were conducted partly by the state, partly by private institutions. 
The law of 1898 introduced a system of accident insurance copied 
very much after the German pattern, but with state subsidies. 
Sickness insurance still devolves upon private mutual benefit 
societies, and the state conducts a system of voluntary old-age 
insurance which is a modified form of a savings bank. The 
results are: a very unequal distribution of the benefits of insur- 
ance between different groups of workers; exceedingly meager 
old-age pensions for the majority of the insured, notwithstanding 
the assistance of the state, with the burden mainly upon the 
shoulders of the workers. Still, there are strong tendencies in 


France toward a better condition of affairs. 

Belgium, like France, has a system of old-age insurance which 
is more like a system of saving, with some state assistance. The 
miners are the only class of workers with a well-regulated system 
of accident insurance; the rest of the workingmen must rely upon 
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voluntary insurance associations. In modern Belgium, as in mod- 
ern France, a great struggle for a more adequate system of state 
compulsory insurance is going on. 

Italy has a national system of accident insurance which 
embraces almost all the groups of the industrial wage-workers, 
but not agricultural workers. 

Even in Russia a comprehensive workingmen’s-compensation 
act was recently enacted, which is tantamount to a system of uni- 
versal accident insurance and puts the entire financial burden upon 
the employer. While there is no system of sickness insurance, 
the maintenance of factory hospitals and factory physicians are 
obligatory upon the employer. 

In England wé find a condition of things more like that in the 
United States than in any European country. Practically the 
whole matter of labor insurance or of any provision against sick- 
ness, old age, etc., is left to the workingmen themselves. The 
friendly societies are doing a great amount of very satisfactory 
work, but through them the whole burden of insurance falls upon 
the insured themselves, except as private benevolence supplies 
some financial assistance. In the matter of reimbursements for 
accidents, many improvements in the employers’-liability act have 
introduced a system which practically amounts to insurance 
against accidents. But the system is not universal and has no 
state guarantee. 

When we come to study the status of labor insurance in this 
country, we cannot help feeling somewhat abashed at the com- 
parison. There are no systems of state universal insurance, yet 
the study of the forms of co-operative or private insurance, or 
other ways of social provision for individual needs, is interesting 
and valuable nevertheless. “Sickness,” Mr. Willoughby says, 
“while resulting in suffering, does not even as a rule necessitate 
outside assistance.” But the whole matter of sickness insurance 
is not so easily disposed of. Not very many laymen know that 
almost one-half of the population of New York city yearly applies 
at the hospitals and dispensaries for free medical help. Statistics 
leave no doubt that the workingmen of New York demand free 
medical help. Hospitals and dispensaries, however, are public 
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charity, and the patients are treated there as recipients of such. 
The reactionary tendencies of the medical profession, together 
with a total absence of any understanding of the social question, 
have caused this institution of free medical help to be considered 
an evil, and its use is discouraged by law, yet very unsuccessfully. 
Patients are insulted, roughly handled, and roughly spoken to. 
They are asked insulting questions, to which they invariably give 
false answers. A system of gratuitous medical help is therefore 
transformed into a system of public demoralization, and the 
German immigrant workingmen, with their organization of 
Krankenkassen, modeled after the German type, are an effectual, 
though limited, protest against this immoral system. 

In the matter of financial assistance during sickness the con- 
dition of affairs is no less discouraging. The friendly societies, 
the lodges, the unions, all do a little in this line. Yet their benefits 
are small, are allowed as a rule only for a limited time, and the 
expenses of membership are heavy, so that belonging to a lodge is 
of considerable financial importance to a workingman. The whole 
burden of such insurance falls upon the workingman, and no 
doubt somewhat affects his standard of life—a form of insurance 
which we have found to be of very questionable utility. Stoppage 
of payments in most of these organizations means forfeiture of 
all accrued benefits. Still worse is the practice of the several 
quasi-co-operative organizations, which are in reality private 
enterprises for individual gain. ‘These are very generous in 
promises, but very modest in their fulfilment, as a great many of 
them become insolvent sooner or later. 

The matter of accident insurance is in no better shape in this 
country. It is true that the employer, the landlord, or anybody 
liable to be sued for damages from accidents can very easily 
insure himself against the consequences of such suits, but this very 
fact shows how badly the interests of the employees are protected 
in the matter of reimbursement for injuries sustained. Very few 
states have any statutory provisions for employers’ liability, and 
the liability under the common law is nullified in the vast majority 
of cases by the principles of contributory negligence, of contracted 
risk, the fellow-servant doctrine, and many others, which all 
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contribute to the same results. As long as the legal side of the 
question is in this state, and the factory laws are conspicuous 
by their absence, or their impotence when existing, so long, of 
course, there is not the slightest incentive for the employer to 
agree to compulsory insurance, which certainly would be a great 
deal more expensive than the anti-damage-suit insurance the 
ordinary employer carries now. 

Old-age and invalidity insurance is limited to a few pen- 
sion funds that four or five railroads have organized for their 
employees, and only a few of these rdéads contribute anything to 
the fund, which is made up of the premiums of the insured. Pen- 
sion funds have been organized by a few other employing com- 
panies, the fund of the Carnegie Steel Co. being a notable 
example. This great triumph of private charity has all the worst 
features that such a fund can have, for all the benefits for sickness, 
accidents, as well as old age, are received by the workingmen, not 
as a matter of right, but a favor given only for continuous “ good 
behavior.” 

To recapitulate, then: We have in the United States labor 
insurance by unions, which are financially weak, and in which all 
the burden falls upon the workers themselves——and even these 
limited benefits are enjoyed by very few. We have insurance by 
small private companies whose object is gain, whose financial 
standing is doubtful, and whose methods are often dishonest 
because of lack of control. And, finally, we have insurance by 
employers, which, applying only to a few employees, is probably 
accounted for in the difference of wages. We must mention now 
one more form of insurance, which, though not specifically limited 
to workingmen, yet practically embraces such a large proportion 
of the American working population that it must be included 
among the forms of labor insurance. I mean that form of life and 
death insurance which is known as industrial insurance, and is 
based on the small-weekly-payment plan. That this form of 
insurance is permitted, with all its abuses and deceptions, is strong 
proof that the principles of Spencerian individualism still domi- 
nate this country. 

It is unfortunate that the better classes, and the economists 
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especially, are unfamiliar with that tremendous exploitation of 
the poorest and neediest which goes by the name of industrial 
insurance. A superficial study of rates will show that these poor 
people actually pay at least twice, or even three times, as much for 
the same insurance as the well-to-do man pays. Because he pays 
in weekly premiums, the poor man pays twice or three times as 
much for every $100 of insurance he carries. In return for these 
higher rates the terms of the contract do not give him half as 
good a chance of ever getting the money back. Most of the 
insured pay for years and years without the hope of ever getting 
a penny except in case of death. Stoppage of payment for five or 
six weeks, even after several years of regular payment, means 
forfeiture of all the money paid. It is a well-known secret that 
it is from these “lapses” that the fortunes of the companies are 
made. Personal acquaintance with many agents employed in this 
occupation has forced the writer to the conclusion that systematic 
deception of the insured is universally practiced. 

That, notwithstanding all these disadvantages, the number of 
insured may be counted by millions, goes far to show how popu- 
lar the principle of insurance is in the eyes of the American people. 
This, as well as all the other efforts at mutual assistance and 
insurance among the American workingmen, conclusively prove 
that they, no less than the workingmen of Europe, feel the neces- 
sity as well as the practicability of some system of social guarantee 
against the accidents and emergencies of private life. Efforts 
toward a system of state-regulated insurance of labor have often 
been decried as ‘‘ un-American,” but this criticism is one-sided, 
reflecting the views of the employers, and not those of the 
laborers. It may not be possible to organize a thorough and 
complete system of labor insurance “over night,” as the Germans 
say, but its gradual introduction presents no insurmountable diffi- 
culties. Sickness insurance naturally falls within the domain of 
municipal government which already contributes large sums for 
this purpose under the disguise of charity. As the regulation of 
industry, labor legislation, factory inspection, etc., remain a state 
matter, accident insurance can best be organized and controlled by 
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state governments. Finally, old-age insurance could be carried 
on concurrently by the municipal and state governments, though, 
but for the constitutional limitations, the federal government, 
with its forty years of experience in army pensions, would seem 
to be best adapted to assume that function. 


I. M. Rusrnow. 
Wasurncrton, D. C. 

















PROMOTION BEFORE THE TRUSTS. 


THE recent course of industrial enterprise is so clearly identi- 
fied with those great industrial and financial combinations known 
in a general way as trusts that all the phenomena accompanying a 
period of prosperity and rising prices are also, in the public mind, 
more or less identified with them. The slightest reflection or 
acquaintance with the history of industry, however, makes mani- 
fest that this connection is not in all respects a necessary one. It 
may be that the recent appearance of what we may call the organic 
or spontaneous rise of prices due to credit movement, in spite of 
the fact that the world’s supply of gold has been cut in two by the 
Boer war, is more extensive, and therefore more important, than 
any that has occurred before, and that indirectly some connection 
may be found between the inflation and the contemporary practice 
of industrial combination. But it is apparent to anyone who 
thinks of the days of the “ South Sea Company ” and the “ Missis- 
sippi Bubble,” and of the recurring periods of inflation that have 
intervened between that time and the present, that inordinate 
overcapitalization in the epochs preceding the great combinations 
has occurred, causing an undue inflation of future values and rise 
in present prices, in the complete absence of any considerable 
combination. 

To discover the cause of inflation and high prices we must 
turn from monopoly to overcapitalization. The crisis of 1873 
has been selected, as one that occurred distinctly previous to the 
era of industrial combination. The general course of that crisis 
will be followed so far as seems necessary to emphasize the pres- 
ence of stock-watering and the absence of combination. 

The course of prosperity is always marked by preliminary 
crises. At first these are insufficient to arrest the general develop- 
ment. If severe, they are local; if general, they are mild. The 
broken obligations are at first easily met by strong creditors who 
make up the deficiency out of surpluses from other investments. 
The incident is forgotten in the general pushing forward of large 
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business engagements and in the increasing production. In a 
year or two, however, weak spots again develop, this time in more 
numerous localities; or else a general reaction occurs, which is 
more pronounced. Then follows a new period of activity and 
production. The recurring reactions, however, become more 
severe and more general. It becomes hard to distinguish between 
local distress and general inconvenience until the final crisis is 
recognized by a general breakdown throughout the world of com- 
merce, industry, and finance. 

There was a crisis in England in 1866 signaiized by the failure 
of Overend, Gurney & Co. A pronounced forerunner of the 
crisis of 1873 is noticeable in Austria-Hungary as early as 1869. 
It was especially in the kingdom of Hungary that the most reck- 
less speculation took place. Undigested securities, speculators 
abandoned by the banks, disquieting political rumors from Paris, 
made the public conscious that speculation had gone too far. In 
Belgium also, a country which still preserves the ties which have 
united it to Austria from very early times, an adventurer named 
Langrand Dumonceau worked with great success the well-known 
game of the swindling land bank, the Catholic Bank, and deceived 
large numbers of Austrians as well as his own countrymen, 
although at the cost to himself of twenty years in the penitentiary.’ 

In the United States there had been a “Black Friday” in 
1869; and in October, 1870, in order to relieve a stringency in 
Wall Street, Mr. Boutwell, who had succeeded Mr. McCulloch 
as secretary of the treasury at the beginning of President Grant’s 
administration, issued $1,500,000 legal-tender notes. In 1872, in 
spite of the criticism on his former conduct, he issued $4,637,256 
more legal tenders, although he speedily retired most of them 
under the fire of public opinion; and when the crisis finally came, 
beginning with the failure of the New York & Oswego Midland 
Railroad Co. on September 8, his successor, Mr. Richardson, 
made further issues.” 


1 Wirtu, Geschichte der Handelskrisen, pp. 464, 617. 


* Bottes, Financial History of the United States, Vol. Il], p. 282; Wuirte, 
“The Financial Crisis in America,” Fortnightly Review, Vol. XXV; Wirtu, 
Op. cit., Pp. 544. 
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Coming down in Europe closer to 1873, we find that the 
development of speculation in Austria and Germany went hand in 
hand. The Austrian securities found a wide market in Germany. 
In fact, Germany was the country in which speculation was the 
most widely spread, if not the most acute and intense. Every 
general liquidation in business paves the way for a new period of 
investment. It makes no difference whether the liquidation be 
apparently organic —that is, whether it be simply the process of 
settling and satisfying of claims after general business disaster — 
or whether it be an artificial liquidation arising from action of 
government, such as the payment of loans with moneys received 
from a war indemnity. In 1903 the promotion was more purely 
stimulated by the organic liquidation which preceded, while in 
1873 the war indemnity was added to the organic liquidation. 
Notwithstanding the fact that the payment of nearly six billion 
francs by France to Germany was so well managed as to cause 
little disturbance in the exchange market, there were, neverthe- 
less, results that seriously affected the distribution of capital in 
Europe: for, to the extent of the amount above named, capital in 
the form of goods, money, industrial power, financial promises, or 
“obligations’’ was transferred from France to Germany. This 
capital sought new investment. It was so much material for a 
crisis. To the extent of this capital the French were relieved of 
crisis stuff and passed it over to the Germans. The French were 
protected from fever by prophylactic blood-letting. To the same 
extent the Germans suffered from hypertrophy, indigestion, and 
overstimulated circulation. The crisis did not start in Germany 
itself, but in Austria. The mass of the capitalists preferred to put 
their savings in old and new railroad enterprises, both in Germany 
and in the United States, but more especially in Austria-Hungary, 
whither nearly two hundred and fifty million dollars of foreign 
capital flowed from 1871 to 1873.° 

The spirit of inflation is contagious. The German govern- 
ment, though it was attempting to go to a hard-money basis and 
to the gold standard, actually took steps toward inflation by con 
tinually injecting newly minted gold coins into the circulation, 

*WirtTH, op. cit., Pp. 457- 
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while it failed to withdraw silver rapidly enough. The suspension 
of specie payments in the United States and Austria at the same 
time added to the general world-inflation. The fact that Germany 
was paying off her domestic loans would anyhow have created a 
general feeling of ease in money matters, and did doubtless help to 
conceal the inflation that was really fostered by the government, 
which should have repressed it. It is well known that the 
exchanges became unfavorable in Germany after the payment of 
the I'rench indemnity, and that considerable gold returned to 
France. This result probably was unavoidable, but was hastened 
by official inflation in Germany and contraction in France. 

The payment of the French indemnity was after all but the 
change of industrial control from hand to hand. It may be that 
the new “captains of industry” were to some extent surprised 
by the honors thrust upon them and at a loss where to place 
investments, and thus became easy prey to schemes for quick 
enrichment. It must be admitted, however, that the capital left by 
war's ravages would unavoidably have sought investment some- 
where, and there is nothing to prove that it would ultimately have 
settled in different enterprises from those whither it actually went. 
If the financial control had remained with France, the French 
themselves might have invested in German, Austrian, and Amer- 
ican railroads and factories. Some receptacles for investment had 
to be provided by the course of industrial progress, independently 
of the apparently artificial changes of wealth through the fortunes 
of war. 

The first new receptacle was Austria-Hungary, the natural 
country of Europe to receive the next impulse for railroad- 
building. Its agricultural product, then as now, was exceeded in 
Europe by those of Russia, France, and Germany alone. Its 
production of grain per capita exceeded that of the others slightly. 
Its means of transportation hitherto had been less developed than 
those of other countries of no greater size; but from 1860 to 
1870, while the mileage of the United Kingdom increased some 
50 per cent., and that of France and Germany some 65 per cent., 
that of Austria increased over 100 per cent.; and from 1870 to 
1880, while the United Kingdom increased its mileage 10 per cent. 
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and France 50 per cent., Germany and Austria both doubled 
theirs. Thus we see plainly the direction in which railroad invest- 
ment went —first Austria alone, and then Austria and Germany 
together. So far as concerns railroads, then, Austria was the 
natural place in Europe for the outbreak of the crisis; and Ger- 
many could hardly have expected to progress into the larger 
environment to come, without also passing through the general 
course of financial readjustment. 

In Austria alone, from 1867 to 1873, 1,005 stock companies 
were chartered, with a capital of four billion gulden. Of these 
only 516, with a capital of a billion and a half gulden, survived 
the year 1874. The actual paid-up capital of those that failed or 
liquidated was 360 million gulden. Comparing 1866 with 1872, 
the banking capital of Austria rose from 190 to 508 million 
guiden; and in the four months before the crisis of 1873, fifteen 
new banks were founded, with a paid-up capital of 72 million 
gulden. Between 1866 and 1873 the paid-up raiiroad capital 
increased from 506 to 937 million gulden, and the bonds increased 
from 545 to 1434 million guiden.4 

In North Germany, in 1871, 265 companies were founded, 
with over a billion marks capital, of which much more than half 
was in banks and railroads. In 1872 companies were founded for 
a billion and a half marks, in which banks, railroads, and building 
and land companies stood for a half. The promotions for all the 
world for the year 1872 were estimated at 12.6 biilions of francs, 
of which the largest part naturally went to France on account of 
the war loans. Outside of France, the largest investments were 
in America, England, Germany, Austria-Hungary, Turkey, Rus- 
sia, and Italy, in the order mentioned. ‘The two years 1871 and 
1872 absorbed twenty billions of francs. In 1871, however, 
four-fifths of the investments were in state loans, while in 1872, 
in spite of the continuance of the French government loans, the 
majority of the investments were in private industry, especially in 
railroads and manufacturing. 

In Prussia from 1790 to 1867 only two or three stock com- 
panies were founded each year, and from 1867 to 1870 the yearly 


*Thid., p. 466. 
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average increased only to eighteen, while in 1871, 259 were 
founded, and in 1872, 504. In the first half of 1873 the specula- 
tion kept up with seven and a half billion francs of new capital for 
the world, of which America took 4.3 billions, Germany a billion, 
Great Britain a billion, and Austria a half billion. 

In the United States in 1873 the total railroad mileage was 
estimated to have cost 1.9 billion dollars, of which 1.1 had been 
invested since 1857. The Germans had already invested many 
hundred million dollars® in America by 1857, and during the 
Civil War they showed their confidence in the success of the 
North by large investments in Union bonds and earned millions 
thereby. But the confidence won for American investments by 
the fidelity with which the government bonds were paid was 
transferred to the much less deserving American speculative 
paper. The bonds were gradually paid off or sold back by Ger- 
many to America at a profit, and the proceeds reinvested in 
American railroad stocks. The ten million Germans living in the 
United States acted as so many agents to promote investment in 
America among the teeming millions still dwelling in the Father- 
land. American agents swarmed in English, German, and Swiss 
cities which possessed stock exchanges, and pushed railroad 
securities upon those markets. The American railroads were 
started with practically no capital. For construction they relied 
wholly upon bonds. 

The crisis of 1873 was, of course, closely connected with the 
change in the wheat area, but it can hardly be said to have been 
caused by American exports of grain. The American farmer had 
not as yet quite driven the European peasant out of the grain mar- 
ket. The process of exclusion was going on, doubtless, but its 
acute stage cannot be placed earlier than 1875, while its climax 
was reached in 1880 and 1881. The phenomenon that we have 
witnessed in 1873 was rather that the grain-carrying roads did 
not as yet pay. Since the American railroad was built on bonds, 
the stock issued amounted to an overcapitalization to that extent. 
In Austria the railroads were also built for the transportation of 
grain, just as in the United States, and since the speculation in 

* Ibid., p. 496. 
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the former country was also largely in railroads, and the crisis 
broke out there six months earlier than it did in the United States, 
we cannot describe it as specially located in new countries. It is 
true that Austria, like the United States, had large agricultural 
interests, but it was far from being a new country, so that the 
aspersion of Sir Robert Giffen’s essay “ Why the Depression of 
Trade is so Much Greater in Raw Material Producing Countries 
than in the Manufacturing Countries’’® carries no implication 
against new countries. 

Certainly, much less money was invested in new enterprises in 
America than in Europe, and whether, on the whole, the American 
investments were less calculated to bring in returns within a 
reasonable time is doubtful. In 1871-72 Austria-Hungary _cre- 
ated only 400 stock companies, against Prussia’s 780 for the same 
year. The real causes of the crisis, as between the two countries, 
were perhaps in Germany rather than in Austria, and accom- 
panied the foundation of the new German empire. The Austrian 
empire had received a new form in 1868, and in that country it 
was rather the good crops of that year which started the Austri- 
ans into speculation in railroads, coal mines, iron and steel fur- 
naces, sugar factories, and banks. In Pesth at the beginning of 
1868 there were only 21 stock companies, with a capital of barely 
30 million gulden, while by. September of the next year 91 com- 
panies, with a capital of 327 million gulden, were applied for, and 
in Vienna, by May of the same year, enterprises amounting to 
g22 million gulden were announced. Europe, and especialiy Ger- 
many, indeed made great investments in American railroads. 
Out of a total of 12.6 milliards of francs invested in the world in 
the year 1872, two milliards are put down for the United States, 
nearly as much for Austria, and nearly three-fourths as much for 
Germany and Great Britain severally. In other words, the invest- 
ment in Europe, not to speak of the state loans taken by France, 
were perhaps four times as great as those in the United States. 

The crisis broke out in Austria simply because speculation was 
most developed there. After visiting Russia and Italy, it came to 
the United States, also a seat of great speculation. Austria and 


*GirFren, Essays in Finance, First Series. 
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the United States, moreover, had a forced circulation of govern- 
ment money; and a fluctuating standard of value is the greatest 
known incentive to speculation of the gambling sort. The pre- 
mium on gold in New York was still a fluctuating one in the year 
1873, when the lowest was 6.8 per cent. and the highest 19.8 per 
cent. Of course, this fluctuation was not so great as in earlier _ 
years, but then capital was absorbed by the war, whereas now it 
was gradually liberated for private industry; and the gamblers 
in the gold market, now finding themselves somewhat hampered 
by the diminution of the fluctuations in that market, sought 
another for their operations.‘ 

Looking back from the harder experiences of 1875 and 1878, 
the English did not regard 1873 as a year of crisis. During the 
Franco-Prussian war British trade had attained its greatest pros- 
perity up to that time. The withdrawals of gold to Germany in 
1871 and 1872 had tended to prevent the crisis in England. 
Undoubtedly there was a large amount of promotion. Comparing 
the joint-stock companies formed in England in 1870 with those 
in 1872, we have — 





! 








Year Companies Formed Pounds Capital 
| 
eee 584 38,000,000 
SS 406%54%%0 1,116 130,000,000 





From 1871 to 1873 the increase in the price of pig iron was 
104 per cent.; bar iron, 56 per cent.; iron rails, 61 per cent.; and 
coal,* 113 per cent. The period was unquestionably one of boom, 
and some rottenness was disclosed; but the chief characteristic of 
the speculation in question was the investment in foreign gov- 
ernment loans. Giffen® prophesied truly that the next era of 
speculation would be characterized by the formation of trusts to 
distribute risks. 

In 1870 and 1871 the English public made the following 


7Mr. Horace Wuite denied that government paper inflation was a cause of 
the crisis of 1873 (op. cit.). 
* Levi, History of British Commerce, p. 496. 


*“ The Liquidations of 1873-76,” Essays in Finance, First Series (1877). 
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loans: 10 million pounds to France in 1870; 80 million pounds 
to France in 1871; 54 millions to Russia; 44 millions to Turkey; 
besides loans to Buenos Ayres, Chili, Peru, Honduras, Bolivia, 
Uruguay, and Paraguay. The British public was not spared the 
general delusion of enormous expected profits. It was estimated 
that the total world’s investments of all sorts —city, municipal, 
railway, industrial, credit companies — amounted in 1872 to 505 
million pounds, and in 1873 to 624 millions. In fact, in 1875 the 
English government itself purchased of the khedive of Egypt the 
shares in the Suez Canal. London had supposed itself unassailable, 
but the bank crisis in America in September and October, 1873, as 
well as the large imports of wheat from America, drew gold and 
serit up the bank rate. Finally a regular panic took place in Lon- 
don on November 19. On November 6 the discount rate had been 
raised to 9 per cent. on account of the fall of the reserve by 
234,000 pounds. On November 8 the fall of stock was less, and 
it was thought that there was no great danger. The trouble was 
that France, Germany, and America called for the reserves at the 
same time. It was a money panic rather than a crisis, but com- 
plicated, of course, with the bad news from the American rail- 
roads. While there was no severe crisis in England in 1873, yet 
the conditions were present which continued to undermine English 
business during the following years. Indeed, Wells goes so far as 
to say: “ Production, employment, and profits at such manu- 
facturing centers as Birmingham and Huddersfield were above 
the average until 1875.""'° After the crisis was over, the London 
Economist estimated the amount of bonds and the floating debts 
which were left undisposed of in the hands of the great banking 
houses at 180 million pounds sterling. Of this, 170 millions were 
on account of France." 

The manifest destiny of American railroads had much to do 
with setting the speculators crazy on the continent of Europe. 
The Union Pacific Rajlroad was completed earlier than expected 
and seemed to be a creation of magic. The money for the road 
was obtained partly by the bonding of the towns and counties 
through which it passed. The enterprise being launched in this 


“Recent Economic Changes, p. 6. 
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manner, immigration was forced along the line of the road by a 
systematic process of solicitation in Europe. 

While our soldiers were running the enemy before them, the bourse was 
running up the quotations; while the French prisoners were covering Ger- 
many like a flood, the bourse was flooding the country with foreign securities. 
At first it introduced American railway bonds one at a time, the subsequently 
so disreputable Alabama-Chattanooga, Oregon and California, Georgia Aid, 
Port Royal, Peninsula, Rockford, Rock Island, etc., twenty-six in all. They 
could not be sold in America, and so the Fatherland had to be blessed with 
them, and, in fact, they were mostly sold there. When introduced at Berlin 
and Frankfort they were quoted at from 70 to 90, and today (1876) they 
average 10 to 20, because most of them pay interest no longer. These railroad 
bonds were mistaken by many for United States bonds, a government security 
which had maintained its reputation.” 


The more immigrants that settled along the lines of road, the 
more ties were created with the Old World, which drew further 
immigration or investment in securities. The same process was 
followed in the construction of all the transcontinental roads in 
America, and it partially explains why these roads were built 
with bonds and not with stock. The European investors were 
accustomed to American government bonds, and it was an easier 
step for them to railway bonds than it would have been to railway 
stock. Another reason for financing the roads on bonds was that 
the stock, and with it the control and management of the roads, 
remained on this side of the Atlantic. But by the year 1870 the 
amount of American securities placed in Europe was already 
estimated in London at a billion dollars.‘* By January 1, 1876, 
$789,367,665 American railroad bonds were in default, of which 
$253,400,000 were held abroad."* 

The fact that the American railroads built upon capital bor- 
rowed in Germany, Holland, England, and other European coun- 
tries were not able to pay dividends at once was a cause of great 
weakness in the situation in Europe. The indebtedness of the 
United States to Europe on railway account was also a cause of 
weakness at home; in fact, this country was involved in enter- 

™ WirTH, Op. cit., p. 587. 

* GLacau, Bérsen und Griindungs-Schwindel in Berlin, p. 18. 


“WIRTH, op. cit., p. 496. “WHITE, op. cit. 
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prises that necessitated a continuance of further advances from 
Europe until their completion. If Europe stopped the advances 
before the completion of the American railways, naturally the 
latter would remain unremunerative. The colossal drain 
exhausted the world’s capital. The greatest promises of future 
returns were unable to call out the present goods. <A time is 
reached in the inflation of credit when further production is no 
longer attractive, even if technically possible. The expansion has 
been so stimulated that no possible promised rate of returns can 
satisfy it. While the chief location of mere stock speculation was 
in Vienna, the place toward which large supplies of present goods 
were being drawn was the United States. 

On the whole, if by “ cause” of the crisis we mean those parts 
of the world where through experiments a change was occurring 
in the permanent environment of industry, the United States, with 
its extension of granger railroads, was undoubtedly the most 
important single country, although a similar movement was going 
on in Austria and Germany. The first action, however, was in 
Austria, and a succession of impulses was from there transferred 
to Italy, Russia, United States, Germany, and England. The 
psychic “cause” of the crisis was therefore in Vienna. The 
long-time cause, involving a change of permanent environment, 
was in the United States. Accordingly, therefore, as we interpret 
“cause’’ as short or long time, as relatively psychic or material- 
istic, we shall attribute the crisis to Vienna or to New York. 

A mere money crisis, barring the case of government money, 
is one that can be allayed by prompt extension of bank credit. A 
money crisis is essentially a banking crisis, and is apt to be accom- 
panied by runs on banks. Such a crisis may be caused by appre- 
hension of a weakness of the banks due to their mismanagement. 
When apprehension is allayed the crisis is ended. A money crisis 
may be due to inflation not traceable to industrial promotion 
primarily, but to overexpansion of the banking business. This is 
not likely to occur unless there is a boom in banking, as in Eng- 
land and America before the crisis of 1837. But when there has 
been a general campaign of industrial promotion, although the 
banks are quite sure to be drawn into the movement, there will 
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follow a period of liquidation, which involves reconstruction of 
the industrial organization on new lines, and amounts to nothing 
less than a change to a new institutional environment. 

While, therefore, we have what are known as capital crises, as 
distinguished from money crises, the former generally involve 
the latter. The fall of prices and the scramble for discounts and 
deposits would not have taken place if the bank inflation had not 
been caused by the craze of promotion. The causal chain is: 
overcapitalization; increase in nominal capital throughout the 
country, inducing banks unconsciously to expand their loans; a 
fall of prices due to cessation of the campaign for promotion; and 
a period of liquidation. There will always be a time in which 
there is an urgent demand for more loans, because the ones 
already made are so unsatisfactory. Similarly in the case of 
government paper issues, the more they depreciate, the more the 
public clamors for them.’® The legislature is urged to vote for 
the printing of more money, because the money already printed 
has so little value. But, apart from the question of government 
paper money, it cannot be too often repeated that the need of 
money in crises is an indirect but inexorable result of the preced- 
ing excessive stock issues. There is, however, no ready means of 
stopping the capital crisis like the simple remedy of liberal loaning 
in the money crisis. 

The bank notes and government paper money of the world — 
what is commonly known as the credit circulation — was, esti- 
mated **® at — . 


Period Millions Marks 
1846-50 (average) - - - - - 2,000 
1872-73 - = + + = = 9,000 
1880 - - - ~ . - - 6,000 


Since 1880 was a good business year, it will be seen how great 
was the inflation in 1873; and the extent of the world credit 
movement will seem still greater when we add that not down to 


* SuMNER, History of American Currency, pp. 20, 219, et passim. 


 NEUMANN-SPALLART, Uebersichten der Weltwirthschaft, Vol. III, p. 292. 
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the last estimates of the Spallart-Juraschek series,’ including the 
year 1895, were the figures of 1873 equaled. Again, the uncovered 
bank paper of the world fluctuated as follows:'* 


Year Millions Marks 
1860 - - - - - - 3,800 
es fe oe +e — + + Fee 
1879 - - - - - - 4,913 


In two and a half years promotions and state loans, including 
the American conversions under the funding law of 1870, reached 
the enormous sum of thirty billions of marks.'” 

Turning to Austria again, where, as we have seen, was located 
the break of the credit structure, we find that the dealings on the 
Vienna bourse before the crisis rose to two million shares a day, 
or a sum of 450 million gulden, a larger business than that done 
on the New York Stock Exchange 1901-02.”” The listings on the 
Vienna bourse rose from 152 at the beginning of 1857 to 605 at 
the beginning of 1874, and the frequenters of the bourse rose 
from goo or 1,000 in the earlier year to 3,300 or 3,600 at the 


beginning of 1873. One of the worst forms of speculation was in 
city lots and buildings. A gardener in Vienna who, a few years 
before, had bought a little land for his business for 10,000 florins, 
sold it for 145,000. Both in Vienna and in Berlin the new build- 
ings were designed for the use of the rich alone, with the result 
that rents were so raised for the poor that great numbers had to 
camp out before the doors of those cities, until driven away 
by the police. The empty apartments in Berlin decreased as 
follows :*! 

“ Tbid., Vol. VI, p. lxxi. The fact that the gross paper money and note circu- 
lation was composed partly of depreciated government issues which have subse- 


quently appreciated, diminishes the value of these statistics as evidence of the 


organic expansion. For an admission on this point vide ibid., Vol. V, p. 448. 
* Ibid., Vol. Ill, p. 295. 
* WirTH, op. cit., p. 472. 
” Cf. Sereno S. Pratt, The Work of Wall Street., p. 45. 


* Giacau, Bérsen und Griindungs Schwindel in Berlin, p. 98. 
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Year Empty 
1867 - - - - - - - 8,000 
1868 - - - - - - - 6,100 
—_— + 5 = Se ee 
1870 - - - - - - - 1,800 
1871 - - . - - - - 2,000 
1872 - - - - . - - 1,100 
1873 - - - - - - - 800 


But these apartments in 1873 were of the better class, which 
had gradually supplanted the homes of the poor. Their construc- 
tion resulted in giving to the tenement-house problem the acute 
aspect just alluded to. 

The Vienna fair of 1873 opened on May 1; on May 5 and 6 
securities fell steadily; on May 7 the banks held a conference; on 
May 8 occurred a hundred failures in the bourse; on May g the 
whole speculative structure fell in with a crash that put all former 
panics in the shade. 

On the days of May 8 and 9, 1873, the Vienna bourse was under a reign 
of terror. The tumultuous scenes of a revolution were enacted. The raging 
passion of the unfortunates beggared description. The keynote of those days 
was the rapid, headlong depreciation of an overwhelming majority of the 
securities listed. The business of the exchange stopped completely. Chaos 
reigned. Despair took possession of the speculators. On the day of the great 
crash many of the curbstone brookers seized the highly respectable “ closet ” 
bankers by the throat and shrieked with dying despair for the return of their 
all of which the promoters had robbed them. Others were bereft of reason by 
the sense of their horrible ruin and sought an end of misery in suicide.” 


Comparative statistics show a perfect “avalanche” of suicides 
in the years following the crisis of 1873.2* But the great May 
crash in Vienna did not stop speculation in Berlin, where it kept 
on merrily for several months longer. 

In Germany the essence of the crisis of 1873 lay evidently in 
overcapitalization. In his works on the promotion craze in Ger- 
many, Herr Otto Glagau cites hundreds of cases of the founding 
of enterprises of all sorts with capital estimated on a basis far 
above their cost or probable average returns. None of these 
cases, or almost none, involved anything like the idea of a trust or 

2 WIRTH, Op. cit., p. 520. 


*3 NEUMANN-SPALLART, op. cit., Vol. III, p. 56. 
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industrial combination. That a concern in private hands, pros- 
perous or otherwise, was turned into a corporation seemed of 
itself to be sufficient bait to the public. The German Limited 
Liability Act of 1870 allowed incorporation without special char- 
ters. In Austria new companies could be chartered only on per- 
mission of the government — an application which, in the period 
in question, was never refused. Like some American states of 
today, the Austrian government, impecunious as it has proverbi- 
ally been, was unable to withstand the temptation of the large 
fees for incorporation. The size of the enterprises of those times, 
however, was so small as to be amusing to one accustomed to 
recent figures. The method of promotion, however, was the 
same then as now. In those days, the selling of a plant for 
500,000 marks which cost 100,000, and then the capitalization of 
it for two or three millions, was a notable affair. When the 
depression came, no dividends were paid, and the stock became 
worthless, although very high dividends had been paid for a 
couple of years previously, or so long as it was possible to keep 





up the “ bull’ movement. 

lf iron and machine works were giving good returns, they had to be 
“ promoted,” and in this operation the basest dishonesty and trickery were 
practiced. Weighed down with enormous capitalization, and exposed to the 
robbery and plunder of their officials, the stock companies could never pros- 
per. ‘The prices of the products went up, and were systematically screwed 
higher. Demand appeared large, and was artificially further increased. The 
works were kept fully employed without regard to expenses, merely to keep 
the capital and the workmen busy, and consequently the product was enor- 
mous. As soon as the craze had disappeared, reaction took place. Demand 
stopped. Supply was urgent for sale. Stocks kept on increasing. Just as the 
prices of machines, engines, cars, rails, ties, etc., rose, they had to fall again, 
and they are still falling (1877) for they are not nearly low enough yet.™ 


Some recommended a lowering of wages; others, a raising of 
iron duties; others claimed that the trouble was that the com- 
panies did not increase their capitalization and loans; while still 
others recommended the “writing off” of capital. “But,” says 
Glagau, “even this last procedure could do no good, for the reason 
that it could not cause returns to appear where there were none, 


* GLAGAU, Bérsen und Griindungs-Schwindel in Deutschland, p. 114. 
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since, according to Daboll’s arithmetic, ten times zero is only 
zero anyhow.” ?® 

In Austria it was estimated that the cost of raising the money 
for building railroads amounted to from 25 to 30 per cent. of the 
576 million gulden raised for that purpose, 1871 to 1873.2° In 
many of the companies the directors coolly took the money that 
was being set aside for dividends and, instead of investing it in 
good bills or the like, used it for short speculation on the 
exchange.?*’_ The-whole railroad speculation in that country was 
engineered by syndicates that founded the railroads only to 
speculate in stock. In order to further their plans, they tried to 
interest the old nobility of the land and induced it to lend its name 
as a bait to the pubiic. In the directorates of the roads founded in 
Austria after 1866 there were thirteen princes, one landgrave, 
sixty-four counts, twenty-nine barons, and forty-one other nobles. 
A similar statement holds true of the banks and industrials. The 
officials of the railroads generally occupied themselves in feather- 
ing their own nests, and it is no wonder that corruption spread to 
the lowest ranks of employees, who could not help perceiving 
what their superiors were doing.?® In Berlin many of the enter- 
prises were twenty times overcapitalized. In the Flora the con- 
cession for selling beer was held by the president of the board of 
directors.”® 

A general phenomenon which may be observed in the occur- 
rence of most crises, and also at this time in Austria-Hungary, 
Germany, and other countries where stock speculation got the 
upper hand, was the declaration of fictitiously high dividends 
which were not justified by the actual state of the business.*” 
The sale of stocks, from which these dividends were paid as much 
as from earnings, was furthered partly by buying up the public 
press and partly by fictitious purchases or “wash sales” on the 
exchange. When this was forbidden by law, the same purpose 

* Ibid., p. 119. * WIRTH, op. cit., p. 489. 7 Ibid., p. 502. 

*Ibid., p. 493; cf. Gracau, Bérsen und Griindungs-Schwindel in Berlin, 
p. 191. 

** GLaGAU, Bérsen und Griindungs-Schwindel in Deutschland, p. 121. 


“Vide Meave, Trust Finance, p. 341, for the parallel of today. 
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was reached circuitously by the founding of new companies to 
take the stock of the old, or by making agreements to assure 
business with other companies. The requirement of paid-up 
capital was avoided, especially in Vienna, by founding new com- 
panies, the stock of which was paid up by the elder companies, 
which, in turn, marketed the stock of the younger companies to 
the public. Underwriting was not yet looked upon as legitimate; 
but no way has been discovered, then or since, to prevent it. 

The creation of a row of institutions in order to guarantee 
each other was especially followed in the land speculation in 
Berlin. Of course, each of the institutions took a good percent- 
age, and the same person or persons were interested in all. Fore- 
most among these promoters was a certain Herr Quistorp. He is 
compared by Glagau to Napoleon Bonaparte, in that he created 
everything by himself and out of nothing. He promoted a suburb 
of Berlin called West End, beyond Charlottenburg on the road to 
Spandau, “on a barren, sterile height, exposed to every wind.” 
Then the West End Company founded the Union Bank in Char- 
lottenburg, and succeeded in interesting the queen dowager and 
other members of the royal family, nobility, and officialdom in the 
speculation. Quistorp built a house in Berlin behind the univer- 
sity, and from here he issued the following promotions: com- 
panies for files, tobacco, paper, cars, barrels, tools, chemicals, 
optical instruments, buildings, cabs, horsecars, steamboats, mines, 
and furnaces. As a result of these activities, the promoting bank 
paid dividends of 18 per cent. in 1871 and 19 per cent. in 1872. 
“He was looked upon as a regular ‘ Honest John’ by those who 
suspected everybody else, and when finally his Union Bank failed, 
some people thought the end of the world had come. He was a 
veritable hero of promotion.” *! 

Of all promoters the prince was the so-called Dr. Bethel Henry 
Strousberg. It is claimed that this smooth Attic appellation had 
heen modified to satisfy the public taste from the original harsher 
lonic of Baruch Hirsch Straussberg. After a checkered career he 
reached Berlin and played a great part as a promoter of railways. 


" Giacau, Béren und Griindungs-Schwindel in Berlin, p. 38; WutrtH, op. 
cit., p. 568. 
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Within a few years he built a dozen in the most original manner. 
Naturally he had to use others’ money (“for he himself had only 
debts’), and, what is more, he built them as badly as possible 
and as expensively as one can imagine. In this way he was soon 
reckoned to be worth 20 to 50 millions and given the name of a 
Croesus, a second Count of Monte Cristo. He kept writers and 
newspapers in his pay. All the papers contained anecdotes and 
notices of the “great doctor,” his luxurious home, his generosity 
and beneficence, his plans and enterprises. His name was soon as 
often heard as von Bismarck’s and it became a question which was 
the greater man. The show windows of the book and art stores 
were filled with his pictures and his biography. He was called 
“the man that buys everything;’’ but he had to become finally 
“the man that sells everything.” It was not until 1873, when 
Strousberg was all through with his herculean task, that he was 
exposed in Parliament by Herr Lasker, who turned him into an 
anatomical preparation for a public discourse for the information 
of the promoters in Parliament. Strousberg went also into iron 
and steel manufacturing for railroads, and finally got into prison 
in Moscow, whither he had gone to raise money. One of his 
colieagues was banished to Siberia, but Strousberg was clever 
enough to get himself simply banished from Russia.** 

The methods employed in 1873 will be recognized as the saine, 
almost down to the details, as those employed one hundred and 
fifty years earlier and thirty years later. Nothing is more 
instructive than to watch the same principles in operation in a 
different environment or in an earlier epoch. It will not be amiss, 
therefore, to paraphrase closely the analysis given by Glagau of 
the methods of promotion in Germany in 1873. The whole 
matter is made clear by a supposititious case:** Herr Flau has a 
factory worth perhaps 250,000 thalers. In view of the piping 
times of prosperity and the “ peculiar circumstances,”’ he asks and 
receives 400,000 for it. That is to say, he hands it over to promoter 





Baer, and gets only a certificate—a proceeding which amounts 
to what we call now giving an option. Baer assembles his friends 
* Giacau, Bérsen und Griindungs-Schwindel in Deutschland, p. 57. 


GLAGAU, Bérsen und Griindungs-Schwindel in Berlin, pp. 47 ff. 
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and assigns to them their parts. First, Wolf and Fuchs appear. 
The three found an industrial company, which they call “ Vulcan,” 
and duly acknowledge their proceedings before a notary public. 
Wolf and Fuchs really buy the factory from Flau. In their 
ostensible and official capacity they buy it from Baer for a respect- 
able price, a million thalers, after having acknowledged before a 
notary their capital as 1,200,000 thalers. The 200,000 thalers is 
for “running capital ’’ or active assets. Later, on the same day, 
and again in the presence of a notary public, the first stockholders’ 
meeting of Vulcan takes place. Baer, Wolf, and Fuchs are pres- 
ent; and besides them four others, Frohlich, Selig, Griin, and 
Gelb —seven altogether. These are the first stockholders of 
Vulcan. They have signed up for the full amount of the stock, 
and have ratified the purchase of the factory from its former 
owner, Flau, for a million thalers, and the payment of this sum 
to Baer; and then they proceed to choose a board of directors. 
All these proceedings are solemnly recorded by the notary public. 
Of course, really Flau has to pay Baer the difference, while the 
latter turns around and sells to the company. 

The next proceeding is to deposit 1,200,000 thalers stock in 
the banking house of Israel Brothers. Of course, the first sub- 
scribers are merely dummies and pay nothing; but now we are 
getting to the real money men. Israel Brothers advance the 10 
per cent. of the capital which the law exacts in cash, and now 
Vulcan can be registered as a regular legal company. In a few 
weeks the bankers succeed in selling the stock on the market, 
and of course take their commission, which, curiously enough, 
amounts to just 200,000 thalers. The probability is that Flau, 
the factory owner, who is being “ promoted,” does not even get 
his full 400,000 thalers, the price of his surreptitious sale to Baer ; 
and there is no doubt that the 200,000 thalers active capital, being 
in the hands of the directors, will melt away in the first year’s 
business like snow in April.** It is no wonder, then, that the stock, 
which was introduced on the bourse at 100, falls to 15 after 
Israel Brothers cease to support it, and that Vulcan, abandoned 


“On the insufficiency of cash provision in recent promotion, cf. MEADE, op. 


cit., p. 109 et passim. 
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by the promoters, must seek loans to keep agoing. Even if Flau 
is retained as superintendent of the factory, he will not run it with 
his former economy, for his object now will be to get a big 
salary, and to spend money in enlarging the plant and in making 
costly experiments — things he would not have done under more 
individualistic enterprise. 

Leaving the company of our representative promoters, let us 
observe the methods of disposing of stock to the real final pur- 
chasers, in the palmy days of the German boom of 1871-73. 
Then as now, syndicates were formed to share the risk. These 
syndicates underwrote one another, and thereby guaranteed suc- 
cessively to each other higher and higher rates of quotation on 
the exchange. A case could be cited of four syndicates acting in 
this way, and in each of them the same individual was principally 
interested, so that, by continually selling and buying to and by 
himself, he of course got as many profits. But how were the high 
prices kept up on the stock exchange? The syndicates had 
guaranteed that they would be kept up. The banking house 
which conducted the operation introduced the stock on a certain 
day. A great appearance was made of bidding for it. The more 
humble members of the broker fraternity had been duly instructed 
to buy it in. Of course, they were mere dummies, but they got 
their fees just the same. Gradually, however, through news- 
paper articles and bankers’ indorsements of the scheme, the real 
public was drawn in and genuine purchasers were found. When 
the stock had all been sold, the syndicates were no longer con- 
cerned in bidding it up, and it generally took a sudden fall.** 

The syndicate proceedings seem to have been practically iden- 
tical with those of today. The chief difference that appears is 
that the promotions then were on a much smaller scale— always 
excepting Hercules Strousberg’s railway schemes — and that the 
arguments for the great savings and economies from the promo- 
tion were not so elaborate then as they are now, for the reason 

® For a cotemporaneous Robinsonade on promotion cf. “ Autobiography of 
a Joint-Stock Company,”’ Blackwood’s Magazine, Vol. CXX, p. 96. For the present 


time, cf. Cerpic Saxon, “ History of a Trust,’ North American Review, Vol. 
CLXXVIII, p. 186. 
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that the plans did not generally involve a combination of concerns 
and almost never laid any pretense to a monopoly of the market. 
The promoters seem to have relied almost exclusively upon the 
prevailing enthusiasm for speculation, and upon the opportunity 
that was afforded for it by the industrious stock-watering made 
possible by turning a private factory, that had hitherto attracted 
little attention because it had jogged along with the ups and 
downs of business, into a quasi-public corporation. To one look- 
ing over the long lists of promotions given by Glagau, the element 
of combination is conspicuously lacking. Existing businesses 
were incorporated outright at an enormous overvaluation. 
Perhaps the chief difference between the speculation of Ger- 
many in 1873 and that of the United States in 1903 is that the 
American public of today requires more argument. It wants to 
be shown the advantages of combination, and, above all, it cannot 
be induced to purchase by such bare-faced manipulation on the 
exchange. The brokers that bid up the new stocks in Wall Street 
are not the greasy-haired, shiny-coated fellows of the Berlin of 
1873. No creed, confession, or race can be singled out as an 
object of wrath of ruined speculators, although skill is called for 
to prevent one set of politicians from exploiting the stock- 
exchange methods at the expense of another set. It takes a skil- 


ful eve to distinguish the “ wash sales” from the genuine sales on 
the New York Stock Exchange. Today promotion is really 
accompanied by combination and by an attempt at a control of the 
market in the interest of the investing public, whereas in 1873 
almost the only attempt at combination was Strousberg’s “ General 
Railway Company,” in which he attempted to regalvanize his 
credit by repromoting all of his railway schemes in one combina- 
tion. Thus far.the comparison is in favor of 1903, but still the 
deadly parallel remains true yesterday, today, and it is to be 
feared forever, that the public will go into new enterprises only 
when an ingenious and colossal edifice of empty promises has been 
reared.*° 

W. G. Lancwortuy TAyYLor. 


UNIVERSITY OF NEBRASKA. 


“ Meape, Trust Finance, p. 352. 




















NOTES. 


THE REAL ISSUES IN THE QUANTITY-THEORY 
CONTROVERSY. 

THE recent appearance of two important books on money has 
started anew the controversy regarding the quantity-theory of money. 
The authors of both books — Professors Laughlin and Scott — devote 
chapters to adverse criticism of that time-honored doctrine. These 
criticisms have been in their turn criticised by the adherents of the 
views assailed, and, short though the time has been, Professor 
Laughlin and Professor Willis have published replies. It seems not 
improbable that the controversy thus begun will run the familiar 
course through rejoinders provocative of replies, themselves to be the 
subject of further disputation.. 

Unfortunately, such controversies are no new thing in economics : 
but of late years they have fallen somewhat into disfavor. After 
more than one heated debate the consensus of opinion has been that 
the differences of view arose mainly from mutual misunderstandings 
and disappeared when the positions of the disputants had been clearly 
defined. Some such futile issue may be predicted in the present case, 
if the controversy continues as it has begun. Both parties seem to 
misconceive the central positions of their opponents, and in part to be 
disputing opinions for which no one seriously contends. The result- 
ing waste of energy is the more unfortunate because there are impor- 
tant problems in-the theory of prices which the misdirected energy 
might help to solve. It is possible that a succinct statement of what 
both parties agree upon concerning the connection between quantity 
of money and prices may help to dispel the misunderstandings and to 
concentrate attention upon the real problems. 

*See J. Laurence LauGuLin, Principles of Money (New York: Scribner, 
1903): Wutt1am A. Scott, Money and Banking (New York: Holt, 1903); 
FrepextcK R. CLow, “ The Quantity Theory and its Critics,” JourNaAL or Po.it- 
icAL Economy, September, 1903, pp- 594-620; LauGuutn, “ The Quantity Theory 
and its Critics: A Rejoinder,” ibid., pp. 621-25; U. S. Parker, * An Increase in 
Gold and the Price-Making Process,” ibid., pp. 625-29; JosepH F. Jounson, 
“* The New Theory of Prices,” Political Science Quarterly, October, 1903; H. 
Parker WILLIs, “ The Controversy over Price Theories,” Sound Currency, March, 


1904. 
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1. No one known to me denies that prices are affected by the 
quantity of money, though there are differences of opinion concern- 
ing the manner and degree of the effect and the sense in which the 
word “money” should be understood. Certainly neither Professor 
Laughlin nor Professor Scott makes such denial. The former. says 
in the course of his chapter “ A Critical Examination of the Quantity 
Theory ” 

._ no one doubts that an increased supply of the standard metal would 
affect its value, and hence affect prices; but we shall see that the quantity of 


the metal is but one of the several factors affecting price.’ 


In the following chapter, entitled “ The True Theory of Prices,” 
Professor Laughlin follows up this statement by dividing the forces 
affecting prices into forces affecting goods on the one hand and gold 
on the other. Regarding the latter set of forces he says: 

For practical purposes, the value of gold, so far as the elements affecting 


itself are concerned, is influenced mainly by its supply and demand.* 


Professor Scott’s position seems to be similar, although it is less 
clearly expressed. He says, for example, that in case of a rise of 
prices the opponents of the quantity theory 
would search for causes of the rise . . . . in changed conditions in the demand 


and supply of commodities or of gold or of both.‘ 


And, in expounding his own theory of prices, Professor Scott says 
that a change of prices may be due to any one of four causes, acting 
singly or in combination ; viz., a rise or fall in the “ value” of com- 
modities, or a rise or fall in the “ value” of the standard.’ He does 
not explain in what sense he uses the word “ value,” or how a change 
in the “value” of either commodities or of gold may be produced ; 
but explicit statements are not needed to warrant the belief that Pro- 
fessor Scott would admit the influence of demand and supply upon 


the purchasing power of gold. 

The dispute, then, about the fundamental proposition that the 
quantity of money has an effect upon the price-level is concerned, not 
with the validity of the proposition, but with its interpretation. Pro- 
fessors Laughlin and Scott regard changes in supply and demand of 
gold alone. But in so doing they are at one with so loyal an adherent 
of the quantity theory as Professor Nicholson: 


Whilst granting, then, that for certain purposes the definition of “ money ”. 


* Principles of Money, p. 327. * Money and Banking, p. 61. 


‘Tbid., p. 342. * [bid., p. 35. 
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in the quantity theory may be extended, as for instance in the case of incon- 
vertible paper, I think that when it is applied to the case of the appreciation 
of gold, or the fall in gold prices of commodities, we ought by “money” to 
mean gold.° 


An avowed quantity-theorist would doubtless prefer to speak of the 
supply of gold money; but Nicholson also speaks simply of gold, and 
ali parties agree that under such conditions as Laughlin, Scott, and 
Nicholson have in mind non-monetary changes in the supply and 
demand for gold may affect prices, directly or indirectly. Critics of 
the new treatises, therefore, who assume that Professors Laughlin 
and Scott’s avowed hostility to the quantity theory involves denial 
that quantity of money affects prices mistake the issue. The dispute 
concerns the manner and degree of the effect, or the question whether 
the quantity of gold in any form, or gold coin alone, or gold coin and 
other forms of money, must be considered 

2. No competent writer denies that other factors besides the 
quantity of money affect prices. Whatever some careless phrases 
may have implied, the recognized exponents of the theory have made 
it abundantly clear that in their view prices vary concomitantiy with 
the quantity of money only when all other things remain substan- 
tially. the same.*? Accordingly, theorists who have been impressed 
by the importance of other price factors do not for that reason have 
any just cause of offense at the quantity theory. Their arguments 
that other factors must affect prices, and their statistical demonstra- 
tions that during certain periods prices and the quantity of the 
circulating medium have diverged in their fluctuations, even if 
perfectly sound, are not to be accepted as refutations of the theory.* 

Professor Laughlin, indeed, recognizes this objection to his criti- 
cism, but without appreciating its full force: 

‘lo be sure, it will be said that the quantity of money as compared with 
the money work regulates prices, other things being equal; but if the “other 
things” are so important that changes in the quantity of the circulation on a 
marked scale are not followed by corresponding changes in the price level, 

“ Treatise on Money, 4th ed., p. 146. 

"E. g., see the vigorous statement made by Presipenr WaLKeR in reply to a 
criticism of the quantity theory by one of Professor Laughiin’s pupils: Quarterly 
Journal of Economics, Vol. IX (1895), pp. 372-79. 


In this condemnation | include an undergraduate paper of my own that 
has been too often quoted, “ The Quantity Theory of the Value of Money,” 
JournaLt or Poxiticat Economy, March, 1806. 
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’ 


then that is equivalent to proving that the “other things” are of more influ- 


ence than the quantity of money.’ 


Two opinions are held about the relative importance of the quantity 
of money and these “other things” as price-determinants ; but even 
conclusive proof that Professor Laughlin’s opinion on that mooted 
point is correct would not disturb the proposition that when these 
“other things” are constant, prices will be affected by changes in 
the quantity of money. Not only, then, are Professors Laughlin and 
Scott misunderstood by their critics; they also misunderstand the 
theory which they attack. Had they paid more heed to the limita- 
tions with which the theory is stated in the better expositions, they 
would have conceived their own arguments, not as refuting the 
theory, but as showing what are its true interpretation and its relative 
importance in accounting for price fluctuations. 

To repeat, the present controversy arises from mutual misunder- 
standings. The real issue is not the proposition that prices are 
affected by the quantity of money. No one denies that this quantity 
is one of the price-determinants ; no one maintains that it is the sole 
determinant. Accordingly, the controversy does not concern the 
validity of the quantity theory. This statement, that there is sub- 
stantial agreement upon the central proposition of the quantity 
theory, of course does not imply that the recent writers are at one 
upon the theory of prices. Quite the contrary, it is precisely because 
there are real and important differences of opinion that waste of 
time upon a mistaken issue is so unfortunate. What the real issues 
are has been indicated in part already; but a brief restatement in 
the form of questions may help to clarify a subject suffering chiefly 
from confusion of ideas. 

1. What is the money that affects prices through its quantity? 
On this question there is difference of opinion not only between 
avowed critics of the theory and adherents, but also between different 
adherents. Professor Taussig, e. g., in his Silver Situation argues 
that the theory must be so interpreted as to include “ the total volume 
of purchasing power in terms of money.” *° Nicholson stands, as has 
been noted, at the other extreme with Laughlin and Scott in main- 
taining that “money” must mean gold alone. Between these 
extremes Dr. Frederick R. Clow, another professed adherent of the 
quantity theory, takes up an intermediate position : 


® Principles of Money, p. 327; the italics are in the original. *P. 63. 








NOTES 407 


Notwithstanding the ambiguity of the word “money,” we may still take 
it to mean any one of several things — gold coin, gold and token moncy, or the 

entire medium, because these things change their proportions part passu, except 

as the habits of the community change.” 

Clearly, there is here a question requiring further discvssion; but 

the line dividing the opposite parties will not be the line that divides 
professed adherents of the quantity theory from professed critics. 

2. iow does the quantity of money exert its effect on prices? 
In summing up the difference between his own theory of prices and 
the quantity theory, Professor Laughlin says that in his view the 
effect of changes in the supply and demand of gold upon prices ig: 
exerted through an evaluation of gold that “ goes on antecedent to 
\ the exchange operation,” whereas, “ according to the quantity theory, 
the only means of arriving at the evaluation of goods and gold is by 
the actual use of ‘money’ (however defined) as a medium of 
exchange offered directly for goods.”?* Whether all the professed 
adherents of the quantity theory would accept Professor Laughlin’s 
statement of the manner in which they conceive the quantity of 
money to exert its influence on prices, I do not know; for they have 
usually neglected to trace the process by which a change in the 
supply of money affects prices with the care required by the subject. 
But even if Professor Laughlin’s statement of the difference of 
opinion is acceptable to his opponents, it is clear that the difference 
concerns, not the validity of the proposition that prices are affected, 
among other things, by the quantity of money, but merely the manner 
in which this effect is exerted. 

3. What are the other factors affecting prices, and how do they 
exert their influence? It is in dealing with this question that the 
critics of the quantity theory have rendered their most valuable 
services. Forgetful of the example set by such investigators as 
Tooke, Newmarch, and Jevons, the quantity-theorists show an indo- 
lent disposition to let the “other things” which their statements 
admit vaguely as price factors severely alone. Their critics, so far as 
they have exploited these “other things,” have helped to restore 
proper emphasis and stimulate discussion of neglected factors. But 
the work of carrying farther these investigations should be shared 
by both parties. On its own showing, the quantity theory is not an 
adequate explanation of price fluctuations, and the task of its devotees 


" JouRNAL oF Po.iticat Economy, September, 1903, p. 619. 


2 Op. cit., p. 362. 
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is not finished until they have supplemented it by analyzing clearly 
the effects of whatever “other things” they admit as price factors. 

4. What is the relative importance of the various price factors ? 
This is the most difficult of all the questions, and the one on which 
the present supposed difference of opinion would be most nearly 
maintained. Perhaps there is little hope that substantial unity of 
opinion could be attained even after the most thorough and amicable 
discussion. But the discussion would certainly be more fruitful if 
both parties recognized that they were talking about the relative 
importance of the quantity of money as a price factor — not about its 
existence or nonexistence as a factor. 

The confusion of ideas to which attention has been called does 
not appear at all in the writings of some of the participants in the 
controversy; and it does not prevent the other participants from 
dealing much of the time with points of genuine interest. But it 
does becloud a subject that is at best exceedingly complex, tending to 
divert attention from the matters of importance and to concentrate 
it upon a matter concerning which the disputants are unwittingly 
agreed. The discussion would gain much in clarity if all parties 
could realize that their task is not to debate the proposition that 
prices are afiected by the quantity of money, but (1) to interpret, 
(2) to explain, (3) to supplement, and (4) to evaluate that 
proposition. 

Westey C. MircHELt. 

Tue UNIversity OF CALIFORNIA. 


THE ECONOMIC VALUE OF THE HOME! 


‘or the last forty years the discussion of the so-called “ woman 
question ” has been most bewildering. In order to thread one’s way 
through it one must develop a special method of sorting out opinions 
according to the social rank, education, and occupations of the per- 
sons who advance arguments, must class them by the sections of the 
country from which those persons come — their church proclivities, 
political affiliations, race traditions, and personal environment — only 
to decide at last that no agreement is ever likely to be reached, 
because there are too many uncertain factors in the problem. 

Mrs. Gilman’s book seems destined to mark an epoch in senti- 


‘The Home, its Work ard its Influence. By CHARLOTTE PERKINS GILMAN. 


New York: McClure & Philipps, 1903. 
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ment as to woman’s place and work, because it provides a logical 
basis for argument. We are not now invited to a consideration of 
brain weights or of intrinsic differences between men and women, 
but to a study of the origin, growth, and present condition of an 
institution. The discussion is taken from a priori grounds and put 
upon evclutionary grounds. : 

In order to appreciate the place the book fills, let us glance hastily 
at the main lines of woman’s recent progress. Although it was a 
part of the democratic movement at the end of the eighteenth century 
and of the New England Enlightenment of 1830-40, the ‘ 
question’ occupied no prominent place in the public mind until 
political issues had been fought out by the Civil War. Between 
1865 and 1870 three lines of activity were begun: (1) the suffrage 
movement (e. g., the effort made to carry woman’s suffrage in 
Kansas in 1867) ; (2) the education movement, ¢. g., the founding 
of Vassar College in 1865, and the opening of the University of 
Michigan to women in 1870); (3) the club movement (¢. g., the 
founding of the New England Woman’s Club and the New York 
Sorosis in 1868). The first of these movements was the most 
abstract and has been the least successful. Although the most 
democratic in its purpose, it has failed, because not all women have 
desired suffrage. The second was perfectly democratic in intent, 
imperfectly so in effect, because not all women have desired higher 
education, and because money is required to obtain it. The strength 
of this movement, however, has been attested by the reactionary 
measures certain college presidents have felt called upon to take. 
The club movement has been general, and there are now more than 
a million club members in the United States. Women of all classes 
have united for a great variety of purposes —in the first years for 
self-culture, now almost everywhere for the improvement of society. 
The purpose of these organizations is activity for some definite end. 


“woman 


The progress has been from a demand for the rights of citizenship to 
an assumption of its duties, from the vague to the definite, from the 
abstract to the concrete, from selfish to social aims. 

Objections to the “ emancipation of women” have come primarily 
from medical men, who object on the grounds of women’s physical 
unfitness for life outside the home; in the second place, the church 
has always maintained a conservative attitude, based upon an inter- 
pretation of certain passages in the New Testament. Scientists are 
divided on the question; some biologists, as Romanes and Grant 
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Allen, are doubtful of any good that can come from it, while those 
who represent economics, sociology, and psychology are in favor of 
all possible development for women. Among statesmen, John Bright 
and Gladstone opposed the enfranchisement of women, while Bis- 
marck favored it in a certain restricted fashion, and President 
Roosevelt is on record as a supporter. Educators are divided on the 
question. Trades unions are universally in favor of equal rights for 
men and women. Fears for women’s emancipation have been mainly 
on the ground of its effects upon woman herself or upon the home. 
However, the statistics collected by the Association of Collegiate 
Alumnez as to the after-careers of college women tend to show that 
the influence on the race is not to be dreaded. 

Public sentiment went slowly with women’s progress until about 
1890, then very rapidly for about ten years, when a reaction set in. 
It was maintained by the opposition that women’s public work had 
shown them to be lacking in creative ability, emotional, vindictive, 
discontented, superficial, undemocratic, and either unprogressive or 
too sweeping in attempts at reform. The conservative has had his 
innings since about 1900. Woman's freedom has brought none of 
the evil effects that he predicted twenty years ago, and he has made 
up a different set of arguments. It was about 1885 that he was 
saying that business and professional life would make women mascu- 
line, but time has proved that they have not become masculine; and 
now he says that since sex-differences are ineradicable, training is 
thrown away on women. He said then that higher education would 
restrict marriage and motherhood; now, because a few highly edu- 
cated women have abandoned their specialties for their families, 
they are used as illustrations of the futility of opening graduate 
schools to women. In other words, it appears that he has turned 
the good results of woman’s progress so far into arguments against 
a continuation of opportunities for further progress. 

A universal desire to be perfectly normal and healthy, as well as 
wealthy and wise (evidenced by the interest in athletics and perhaps 
partly accounting for the Christian Science movement), is character- 
istic of the present time. Women have become much more healthy 
than they were a generation ago, and the invalid is now blamed rather 
than pitied. The educated woman especially desires to be natural and 
wholesome, and not merely a specialist. The conservative takes 
advantage of this and asserts that only the home-maker and house- 
keeper is normal; the woman devoted to a cause or a specialty is a 

















NOTES 4il 
freak. The splendid specimens of children brought into the world by 
the highest type of modern woman are also turned into argument 
against her engaging in any other kind of work than the bearing and 
rearing of children. The average man is engaged in the game of life 
— business, politics, or the professions — and has no inclination to be 
troubled with bringing up children ; therefore, says he, this is wonan’s 
god-appointed sphere. The newly evolving type of woman, with 
strong individuality, is now caught in a dilemma; will she be a 
celibate and pursue her own life in the world, or will she marry and 
take on the additional problem of the home? Suppose she tries the 
latter. Marriage brings her serious difficulties, and in many cases, 
either from her own sense of duty or through the influence of some- 
one else’s sense of duty, she gives up the world and devotes herself 
to the home; but she is likely to be unhappy bcause of unsatisfied 
intellectual or artistic tastes. The average man, seeing her struggles, 
decides that it was a mistake ever to give her a taste of the outside ; 
of course, nothing can be wrong with the home. The old idea of two 
separate spheres for men and women has been rejuvenated and com- 
mands the assent of many persons, both men and women, who are 
capable of thinking out the solution of other problems, but have 
given up this one. Many young women are caught in this back cur- 
rent of public sentiment, and believe that they must either confine 
themselves to their homes or remain unmarried. The movement in 
some cities to restrict the number of married teachers in the schools, 
and the fact that their wages have reached the maximum in some 
kinds of business, constitute external pressure upon women to choose 
the home, while internal pressure is always present in the form of 
race habits and inpulses. 

The most extreme ground taken by anyone in print is taken by 
Mrs. Marholn, who in her book, Psychology of Woman (1899), 
maintains that the whole woman’s movement is pathological —a 
phase of economic distress; woman has not come out of the home, 
says Mrs. Marholn, because of inner impulse to do so or because the 
world needed her efforts, but because man has been compelled to 
shake off the parasite; under normal conditions she does not want 
independence. Mrs. Marholn acknowledges but one kind of pro- 
ductive work for women —the bearing and rearing of children. 
Such books as Mrs. Moody’s The Unquiet Sex and Mrs. Johnson’s 
Woman and the Republic show the strength of the reactionary move- 
ment among women themselves. The argument from the attitude 











—— 


aa 


ae te 


Pi 





412 JOURNAL OF POLITICAL ECONOMY 


of a few women should have little more weight than the argument 
that the negroes did not wish to be emancipated, but it has proved 
a powerful barrier to the onflowing current of public opinion. 

At such a time as this appears Mrs. Gilman’s book, with its open- 
ing question: “Shall our home be the world or the world our home ?” 
There is not in her mind any question of choosing the one and 
rejecting the other, but of broadening the one until it becomes the 
other. 

he sum of the criticism in the following study is this: the home has 
not developed in proportion to our other institutions, and by its rudimentary 
condition it restricts development in other lines. Further, that the two main 
errors in the right adjustment of the home to our present life are these: the 
maintenance of primitive industries in a modern industrial community, and 
the confinement of women to those industries and their limited area of expres- 
sion. No word is said against the real home, the true family life, but it is 
claimed that much we consider essential to that home and family life is not 
only unnecessary, but positively injurious. (P. 10.) To the child who longs 
to grow up and be free; to the restless, rebelling boy; to the girl who marries 
all too hastily as a means of escape; to the man who puts his neck in the 
collar and pulls while life lasts to meet the unceasing demands of his little 
sanctuary; and to the woman —-the thousands upon thousands of women, who 
work while life lasts to serve that sanctuary by night and day —to all these 
it may not be unwelcome to suggest that the home need be neither a prison, a 


workhouse, nor a consuming fire. (P. 12.) 


The book falls into three large divisions: (1) the evolution of the 
home; (2) the home as it is, including its activities, its elements, 
and its influence on those elements; and (3) lines of advance. The 
second division is most fully treated. 

The evolution of the home is traced from the lair of the wild 
beast to the modern home of today — the home always bound to the 
past because of the presence of the aged. Home ideas make less 
progress than any other ideas. Biame is not placed on woman or on 
man, but on the human characteristic of venerating the past. ‘“ The 
home is an incarnate past to us.” (P. 29.) This would be more 
forcible if explained associatively. “ The cakes that mother used to 
make’ got their taste from the hungry boy’s appetite, the sacredness 
of the old-fashioned home from the child’s fresh spirits and keen 
memory of the indulgence of grandfather and grandmother, and the 
happiness of reunions with other children at Christmas and Thanks- 
giving. Home ideals look backward two generations instead of 


forward. 
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One chapter on “ Domestic Mythology” brings clearly to mind 
the fact that the home has never been studied as all other social 
institutions have been. No one will disagree with what is said in 
the chapter entitled “Present Conditions” on the ever-growing 
expensiveness of the home, but Mrs. Gilman does not sufficiently 
take into account the eftort which is being made to solve this prob- 
lem by educating both housekeepers and cooks—the domestic- 
science movement. The introduction of cooking into the public 
schools and the establishment of schools of domestic science may 
work in two ways. It is intended to simplify living and lower 
expenses, but it may serve to show how wasteful it is to carry on 
a hundred little kitchens where one would suffice, and how impos- 
sible to do such complex work thoroughly without a great food 
laboratory. The point of view as to food is the same as that in the 
author’s previous book, Woman and Economics, and is a most bril- 
liant exposition of the absurdity of 
catering to the private appetite and thereby preventing the food system from 
being studied with a view to race improvement. (P. 139.) Agriculture is one 
of the world’s great functions, and has made magnificent progress, but 
humaniculture has no bureau, no secretary, no experiment stations. (P. 141.) 
The feudal lord kept a fool to amuse him, whereas we go to the theater. He 
kept a cook to feed him, and we do it yet. He kept a poet to celebrate his 
deeds and touch his emotions. We have made poetry the highest class in 
literature and literature the world’s widest art—by setting the poet free. 
ee A private poet is necessarily ignoble. So is a private cook. 


Some indications of efforts to solve this problem arg very sug- 
gestive. Persons who are horrified at the idea of co-operative house- 
keeping are unconsciously taking steps in that direction. The 
growing custom of simplifying breakfasts by the use of prepared 
breakfast foods is becoming almost universal in the centers of civili- 
zation; lunches are taken down-town by men and business women, 
and at school by children; dinners still remain elaborate because of 
the increasing demand of cultivated people for refinement and variety 
in their food, and because of the extreme simplicity of the other two 
meals. Some small families dine at a café; others employ a servant 
to come in at certain hours to prepare the dinner and serve it. When 
it becomes customary for this servant to make the round of bakeries 
and delicatessen shops before she comes, and to bring with her 
nearly all the dinner already prepared, we shall have reached the 
stage for advancement that has been common in Paris for some time. 
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The improvement of kitchen facilities in apartments and the teaching 
of simpler forms of cooking in schools render the co-operation of 
members of the family in preparation of breakfasts and lunches an 
easy and often recreative labor. The sudden removal of all indus- 
tries from the house would doubtless be attended with as serious 
consequences as the introduction of machinery. Many women would 
be set free from manual labor who could not find other lines of 
activity, and would increase the number of social parasites. It would 
be comfortable to believe that all women who deserve freedom from 
domestic drudgery are able to attain it even now, but this belief is not 
justified by facts. 

“The Home as a Workshop” contains the same ideas as Miss 
Jane Addams’s article “ A Belated Industry,” * but is written in such 
a way as to reach the average man and woman, and to show how the 
maintenance of out-of-date industries is encroaching upon the educa- 
tion of the child; it also contains a reducto ad absurdum in the shape 
of a description of what the home would be like if the father had 
insisted on building the house, hunting and killing the game, and 
making the furniture all these years. 

The chapter on “ Domestic Entertainment” is the most keenly 
original in the book. 

[rue association is impossible without common action... . . The founda- 
tion error lies in the confinement of a social being to a purely domestic scale of 
living. By bringing into the home people who have no real business there, 
they are instantly forced into an artificial position. ... . The woman must 
have social contact. She cannot go where it is in the normal business of life, 
so she tries t6 drag it in where she is, forcing the social life into the domestic. 
(P. 202.) Given a healthy, active life of true social influence for all women, 
and given full accommodation of public rooms for public gatherings, and the 
whole thing takes care of itself. (P. 205.) 


Mrs. Gilman has invented a new term. “ the home-bound woman,” 
and explains the expression “ lady of the house” in a way not to be 
forgotten. The psychological effect of confinement in houses, as 
described by Mrs. Gilman is doubtless true and suggests a field for 


“ee 


scientific investigation. 

Che first result is a sort of mental myopia... .. The little-mindedness 
of the houselady is not a distinction of sex. It is in no essential way a femi- 
nine distinction, but-merely associatively feminine in that only women are con- 


fined to houses. 


* American Journal of Sociology, 1897. 
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As a work on the psychology of woman this book should be welcomed 
by scientists who are puzzled over the complexity: and inconsistency 
of womankind. 

Varium et mutabile! murmurs the man sagely; “a woman’s privilege 
If the nature of his industry were such that he had 
to change his mind from cooking to cleaning, from cleaning to sewing, from 
sewing to nursing, from nursing to teaching, and so, backward, forward, cross- 
wise and over again, from morning to night — he too would become an adept 
in the lightning-change act. 

The man adopts one business and follows it. He develops special ability, 
on long lines, in connection with wide interests — and so grows broader and 


' 


to change her mind 


steadier. The distinction is there, but it is not a distinction of sex. This is 
why the man forgets to mail the letter. He is used to one consecutive train of 
thought and action. She, used to a varying, zigzag horde of little things, can 
readily accommodate a few more. 

The home-bred brain of the woman continually puzzles and baffles the 
world-bred brain of the man; and from the beginning of their association it 
has an effect upon him. (P. 275.) The mind of the lady of the house is an 
arrangement of fact and feeling, which is untrue because it is disproportionate. 
The first tendency of the incessant home life is to exaggerate personality. The 
home is necessarily a hotbed of personal feeling. 


The incongruity of modern education as a preparation for the old- 
fashioned home life is not a new topic, but previous discussions have 
placed the responsibility on education — not on unprogressive ideas 
about the home. ‘“ We charge her battery with every stimulating 
influence during youth and then expect her to discharge the swelling 
current in the same peaceful circuit, which contented her great- 
grandmother.” (P. 220.) 

Many a college-bred woman has agonized in the attempt to carry 
on the numerous little industries that are yet in the home in as 
thorough a way as she had been taught to do work on her specialty 
in college; and has succeeded only in making them seem to be well 
done. The purpose of college training is to teach systematic think- 
ing, thoroughness, accuracy, and the grasp of subjects, as wholes ; 
the tendency of domestic life is to keep the home-maker from seeing 
anything but details, from thinking accurately, or getting to the 
bottom of any subject. While the knowledge of so many varied 
industries may be educative and broadening in its nature, it is a kind 
of education that should have come earlier in life. The power of 
conceutration possible to the mature woman should be utilized in 
some work for the future — not in mere recapitulation of the past. 
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The frequent unhappiness of the aged woman is another effect of 
confinement in the house, and might have been added. When the 
children grow up and are gone, or the home must be changed, the old 
man has world-interests to take up; the old woman too often thinks 
only of the past and cannot adapt herself to new conditions. 

The chapter on “ Domestic Ethics” is the most radical in the 
book. Mrs. Gilman arranges a schedule of virtues, and goes through 
them to show that only love and self-sacrifice are fostered by the 
home, and not even the higher forms of those virtues. The home 
impresses the child, says Mrs. Gilman, only as a place for eating, 
cleaning, and making clothes. This might be investigated by the 
questionnaire method used so much at Clark University. If one 
thousand persons were asked, ‘‘ What are your most prominent mem- 
ories of your childhood home?” or, “ What traits of character were 
cultivated by your home life?” and if satisfactory answers to these 
questions could be secured, we might have a basis for judgment. 
Since we have not such data, this must be a matter of opinion based 
on personal experience. 

Those who are unconvinced by any previous chapter, cannot fail 
to be impressed by “ Home Influence on Men.’ This is the chapter 
that most men should read first. In the introduction * the man who 
puts his neck in the collar and pulls while life lasts to meet the 
unceasing demands of his little sanctuary’ appeals to the deepest 
sympathies of both sexes. 

The best proof of man’s dissatisfaction with the home is found in his 
universal absence from it... . . Men work outside, play outside, and cannot 
rest more than so long at a time. The man maintains a home, as part of his 
life-area, but does not himself And room in it. This is legitimate enough. It 
should be equally true of the woman. No human life of our period can find 
full exercise in a home. (P. 283.) 

Man’s willingness to incur enormous household expense for what 
does not pay, his desire to get away from home as much as possible, 
and his veneration for what he does not enjoy make us feel that this ' 
“ world-bred mind” is most pitifully blind in some respects. There 
may be hope that home ideals will change materally when another 
generation of college-bred women shall have brought up their sons: 
beside home practices are gradually changing under economic con- 
ditions. The influence of educated women may be seen in almost 
any division of opinion on questions of the day. The western man 
is more liberal toward woman’s suffrage because coeducation has 
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shown him that woman’s ability is equal to his —at least it was 
before it had been narrowed and superficialized by the home life. 
The university men who vote to give and to continue giving privi- 
leges to women are those whose mothers and wives take a share in 
the world’s work. 

In “ Lines of Advance” the author enumerates many indications 
that the “ home-bound woman that clogs the world ” is rapidly becom- 
ing a thing of the past, but she does not seem to the reviewer to feel 
the full force of what is going on among women themselves. Much 
more space might be given to show concrete examples of the kinds 
of work that are being taken up. Many intelligent women do spend 
part of every day outside their homes and love them much better for 
it — it is only the wife of the foreign workman who takes pride in the 
fact that she never goes away from home. 

Is the book constructive? It leaves in the mind a picture of home 
with all its essential qualities, without the necessity of making pre- 
tenses for the company in the parlor, or of spending most of one’s 
precious substance on the servant in the kitchen, but surely this does 
not all depend upon the conservative ideals of the husband or the 
inertia of the wife. The mother may want the cooking done out of 
the house, but the family must have food, and she cannot wait until 
the great food laboratory is built. College women would have started 
these enterprises long ago if they had not been obliged to choose 
occupations in which they could be sure of making a living. Capital 
is necessary for experimentation, and public sentiment to support the 
enterprise. Progress waits on the doer more than on the thinker. 

Mrs. Gilman’s ideal of home is very nearly the actual home of a 
few people of artistic or literary pursuits, who have learned to enter- 
tain at the club —if at all—and to eliminate cooking from their 
lives as nearly as possible. However pleasing the really private 
home, with catering done outside, may be, it is possible only in the 
city. The growing tendency to leave the city earlier and earlier in the 
spring throws the family back upon primitive conditions for food 
supply in the summer. Perhaps Mrs. Gilman would say that only a 
small percentage go away in the summer, and that for the women a 
return to colonial conditions would be at least as beneficial as the 
lapse back into the hunting and fishing stage is to the men. 

Whatever the anthropologist may say of the scholarship of the 
book, and in spite of numerous criticisms that may be made upon its 
style, the reviewer believes that it will be of great value in clarifying 
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opinion on the whole subject of woman’s work in the world and her 
prepaiation tor it, and indirectly upon other problems of the time. 

For example, the general problem of education halts in the same 
phase as the problem of woman’s education — between the question 
of general culture and of adaptation to some particular career. Shall 
woman be educated for the world or for the one career of home- 
making? The solution is easier if the world is looked upon as the 
home. The question is a particularly difficult one because women are 
always looked upon as a distinct class of beings — more distinct than 
men of any race or condition. The sentiment of the present day is 
not so conservative as to say that the home should be woman’s entire 
world, but certainly men do not look upoti women as citizens in at all 
the same sense that any other men may be citizens. The educational 
revolution of the last quarter of a century has consisted of a series of 
democratizing movements. The founding of schools for {ndians and 
negroes, of colleges for women, of agricultural and scientific schools, 
of institutions for technical and commercial education, and of schools 
for domestic science, have all tended to put the power wlich knowl- 
edge gives into the hands of special classes of the people; while the 
library movement, university extension, compulsory education, sum- 
mer schools, and physical and industrial training in the public schools 
have operned doors to all classes. The problem of adaptation of edu- 
cation to a given environment has been better worked out at 
Tuskegee than in any other school in the United States, but Abbot- 
scholine, Ilsenburg, and the Chicago School of Education are all 
trying to work out a more complex problem in a more developed 
civilization. 

Democracy itself has again become a problem in the last twenty- 
five years. The above-mentioned reaction in sentiment as to women’s 
progress is a part of this wave of doubt as to the possibility of 
maintaining democratic institutions. As the simple frontier com- 
munity has given place to one that is complex, differentiated, and 
full of a variety of conflicting interests, the problem has become that 
of adjustment of relations between classes. Education and repre- 
sentation are the two influences relied upon to keep American society 
from reaching the Old-World stage. Women have shared in all the 
democratic movements, educational, social, and political, but it has 
always been tacitly understood that they were hopelessly out of 
reach of direct participation in certain democratic privileges. There 
is a good deal of feeling that the whole subject of suffrage should be 
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put upon a new basis, but the class feeling against women is still 
stronger than against any class of men. Mrs. Stetson would, of 


course, trace this tc undemocratic home relations —to the economic 
dependence of women and their isolation in their work. 

Whatever the prejudices of the reader may be, if he has at all a 
scientific attitude of mind, he will desire to see a great food laboratory 
endowed — that “humaniculture” may be provided with a bureau 
and experiment stations. 

CarRoLinE M. HI. 











BOOK REVIEWS. 
Geschichte der Nationalékonomie. By AuGust ONCKEN. In 
zwei Teilen. Erster Teil: “Die Zeit vor Adam Smith.” 
Mit zwei Tafeln. Leipzig: C. L. Hirschfeld, 1902. Large 

Svo, pp. x + 516. 

Tus is the first part of Vol. II in the economic section of the 
ambitious series, “ Hand- und Lelirbuch der Staatswissenschaften,” 
begun by Kuno Frankenstein and being continued under the editor- 
ship of Max von Heckel. Seventeen other volumes have already 
appeared in the same section, four more in the section on finance, 
and three in that on politics. The two parts of the present volume 
are planned as companion-pieces to the history of socialism and 
communism by Professor Adler, of Kiel. 

lhe present volume is from the pen of the well-known “ Historian 
of the Physiocrats,”’ Dr. August Oncken. In a certain sense it is a 
continuation of the work he has already done, as the “history of 
political economy ”’ here set forth is not extended so very far beyond 
the bounds of the physiocratic system. 

In his preface the author states that his ambition has been to 
handle his subject in a manner different from that which has been 
customary in the past. “It is not,” he says, “a chronological list of 
books, but a history of economic-social ideas and problems, that the 
author has aimed to produce.” This aim, he further, and almost 
apclogetically, explains, has narrowed his material in certain direc- 
tions and widened it in others. It has narrowed it, in that the aim 
has been to lay emphasis upon the characteristic elements rather than 
upon literary-historical completeness ; widened it, in that considera- 
tion is given to those historical facts which gave occasion for the 
development of the economic theories. We are thus warned in the 
beginning not to expect literary-historical completeness. In another 
part of the preface he says: 

[rue science does not deal with facts, but with truths, that is, with judg- 
ments in which the facts constitute an unimportant ingredient, but only an 
ingredient. 

The object of the book is, therefore, to set forth the historical develop- 
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ment of those theories which the author believes have evolved into 
true science, in the sense of eternal truth. The reviewer is not pre- 
pared to accept the selection of economic truths which the author of 
this history has made. But there is no quarrel with the ideal as set 
forth, save from the, possibly, pessimistic point of view that no per- 
manent truths have yet been developed in economics, which again is 
not the belief of the reviewer. It is, therefore, exceedingly difficult 
to criticise fairly the author’s selection of theories and principles; 
for to do so would be merely setting the opinion of the reviewer as to 
what are likely in the long run to prove permanent truths against 
that of the author. This would open a controversy which would tend 
to distract attention from the many real merits of the book in hand 
and lead far beyond the natural limits of a book review. This much 
is certain: anyone who hereafter undertakes to write a history of 
political economy will have to defend his view of what that history 
should include aga.nst the strong views set forth in this volume. 

The book before us is a vigorous, frank defense of the author’s 
opinion that the physiocrats, whose work has been his life-study, 
actually originated “the true science of political economy.” The 
implication is that Adam Smith simply took up the work where they 
left it, and that his successors, in so far as they have worked to any 
purpose, simply continued along the same lines. A development of 
this idea is promised in the next volume. There can, however, be no 
question that the present half-volume is of the greatest value as a 
contribution to the history of the physiocrats, and of those peculiar 
views for which they stood. As such, it is replete with interest and 
indispensable to every student of economics. 

In the lengthy introductory chapter Dr. Oncken sets forth the 
various points of view from which he intends to study the field. The 
mercantile system he considers as the mere forerunner (Vorge- 
schichte) of political economy. But the history of political economy, 
as a science, begins with Quesnay, or with the establishment of the 
physiocratic system in the second half of the eighteenth century. 

The three different methods which have been employed in political 
“exact or philosophical,” 
historical or better the historical-statistical,”’ and the “ historical- 


economy Dr. Oncken characterizes as the 
the * 
philosophical,’ which alone, he believes, possesses a synthetic char- 
acter. He proclaims himself an adherent of the last, thus inviting 
the criticism of the adherents of the other methods, and proceeds to 


demonstrate his meaning in the work at hand. His general point of 
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view is that the chief problem of political economy is a “ social ques- 
tion,” and this he defines briefly as the struggle of the fourth estate 
to emancipate itself from the third. The aim of the third estate 
(Ndhrstand) is to maintain the institution of private property; that 
of the fourth estate, to establish community of ownership. This, 
with what has already been stated above, is sufficient to exemplify 
the strong controversial tone of the book. In the opinion of the 
reviewer, this is one of its greatest merits, little as he is inclined to 
agree with the author on many of the controversial points. 

In general, the plan of the book is this: Assuming that the work 
of Quesnay marked the birth of the actual “science” of political 
economy, the author has sought in the writings of the older econo- 
mists and in the history of the times preceding Quesnay the origins 
of that writer’s views and theories. He covers the classical period 
and the Middle Ages, apparently as a concession to the anticipated 
demand for literary-historical completeness, and runs over the mer- 
cantilists, apparently for the sake of showing the futility of their 
efforts, and then turns with obvious love and affection to the repre- 
sentatives of what he tells us is the true science, namely, to the 
physiocrats. He sums up his somewhat restricted survey of the 
mercantilists with the judgment that it was a mere expression of the 
times (Zeitstroémung), not a unified system; it had not merely an 
economic, but also a political, and even a religious, content. It was 
a whole bundle of systems, whose sole common characteristic was a 
decidedly practical strain. Then, after a prolonged investigation of 
the forerunners of the physiocrats, he turns with enthusiasm to his 
one hero. At this point the style of the book, although sprightly and 
readable from the beginning, changes. A certain perfunctoriness 
which here and there crops out in the earlier chapters disappears, and 
the reader cannot but feel the lively interest the author has in this 
part of his subject. Quesnay becomes a veritable hero. “ The 
physiocratic system was created by one master, not by many, and 
this one master was FRANCOIS QuesNay.” This hero, his life, his 
work, especially his tableau économique, of which two fascimiles are 
presented, his friends and his enemies, his disciples and his followers, 
occupy the greater part of the book. The work ends with the fall of 
Turgot and the “ eclipse of physiocratic magnificence.” 

Among the many striking features of the book from the mere 
point of view of literary-historical completeness, two points are 


especially conspicuous. The first is the almost entire neglect of Eng- 
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lish economic writers. Even Petty is passed over with a few appre- 
Cciative sentences ending in the judgment that he was not the father 
of political economy, but the father of political arithmetic or statistics 
—a classification that does not commend itself. The second is the 
low estimate placed upon the creative work of Turgot. We are led 
to feel that he was a mere imitator, a sort of commentator on the 
text of Quesnay, and that he was responsible through his weakness 
for the downfall of physiocratism. 

It would lengthen this review unduly to go through the book in 
detail, even if it were possible for the reviewer to judge correctly the 
estimates offered of all the writers, doctrines, and policies which are 
rehearsed by the author. All that has been attempted is a general 
survey of the work. This brevity is, however, the less to be regretted 
as this history of political economy is of such marked merit and 
broad scholarship that, no matter what its demerits or how we may 
individually differ from the views of the author, all economists will 
feel obliged to consult it. It falls among the indispensable hand- 
books in every economic library. 

The work contains an excellent bibliography. 

Cart C. PLEHN. 


UNIVERSITY OF CALIFORNIA. 


The History of the Greenbacks. By WESLEY CLAIR MITCHELL. 
| The Decennial Publications of the University of Chicago. ] 
Chicago: The University of Chicago Press, 1g03. 8vo, 
pp. xvi + 577. 

Tue world’s greatest experiment in fiat money was in the United 
States from 1862 to 1878. We have here an adequate and, for a 
long time probably, a final account of it during the most interesting 
period — the period covered by the Civil War. Although the narra- 
tive is continued well through 1865 and some of the tables into 1866, 
still the course of the experiment after the war may be considered as 
untouched by this work. 

The volume is in three approximately equal portions: the narra- 
tive history, the economic discussions, and the statistical appendices 
containing the data on which most of the economic discussions 
are based. The two portions into which the text is divided are 
designated respectively Part I and Part II. 

Part I is in five chapters. The first of these narrates the financial 
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measures of the government during the first few months of the war. 
Then a chapter is devoted to each of the three legal-tender acts. 
The ifth chapter is entitled appropriately, ‘How Further Issues of 
Greenbacks Were Avoided in 1864 and 1865.” This history has 
been told many times before, but it is told here fully and concisely. 
The arguments advanced in Congress for and against the legal 
tenders, and the change in the character of the arguments from one 
act to the next, are presented very clearly. It is interesting to notice 
that the sound-money element in Congress was weaker after the first 
legal-tender act was passed and the new money had actually gone 
into circulation. Their predictions of disaster seemed to be falsified. 
The new money was quite generally welcomed by the business men 
of the country. The evils were slower in coming. The author finds 
the real reason for the resort to legal tenders in the aversion of 
Congress to impose additional taxation, but he admits that this 
aversion was not unnatural, though unfortunate. 

The appendices are a body material of permanent value for 
many purposes. Appendix A gives the highest, average, and lowest 
gold price, both monthly and daily, of greenbacks from the suspen- 
sion of specie payments until the end of 1865. Appendix B gives, 
along with other price data, the relative prices of 135 articles at 
quarterly intervals from January, 1860, to 1865 or 1866. These are 
derived from the Aldrich Report. The absolute prices, however, are 
not given as in the original, but the relative prices are given by 
means of index numbers. Dr. Mitchell follows Dr. Falkner in 
taking January, 1860, as the starting-point, but he makes no use 
whatever of Falkner’s index numbers or deductions, except for an 
occasional comparison with his own results. Tables 1 and 2 as 
given in this appendix are without explanation; for this the reader 
must look in the text at pp. 243-45. Some other price tables in 
Appendix B are derived from Vol. XX of the Tenth Census, but in 
these the prices are annual only. Appendix C is devoted to wages. 
The data for this are again the Aldrich Report and the Tenth Census. 
And here also it is the relative wages that are given and by means 
of index numbers, although in each case the initial wage per day is 
given. 

It is safe to say that for statistics of prices during a time of vio- 
lent fluctuation in the standard of value there is nothing better in 
existence. The writer of this review has had about two hundred 


of the computations verified, and many more of the index numbers 
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compared with the originals by inspection, with the result of finding 
only a single error. On p. 519 the wages of brick-burners, at 
Trenton, are represented by the index number 154 for both 1865 and 
1866. It should have been 185 for 1866. On the same page is found 
what seems to be another error. The second group of brick laborers 
at St. Louis are represented by index numbers for each year from 
1860 to 1866, but in the Tenth Census no figures are found for their 
wages for the years 1860, 1865, and 1866. How Dr. Mitchell found 
the initial wage of $1.25, as well as the index numbers for the three 
years, is not apparent. 

Part II, on the,economic consequences, contains forty pages in 
chap. 3, which is properly narrative, since it is a review in chrono- 
logical order of the fluctuations in the value of the greenbacks and 
of the events which may have caused them, such as the legal-tender 
acts and other measures of Congress, elections, rumors of foreign 
complications, the condition of the money markets, and military 
events. But even without this narrative portion, Part II comprises 
somewhat more than one-third of the volume. The interesting por- 
tion of it for economists, the portion which contains the author’s 
conclusions drawn from his own carefully prepared statistics in the 
appendices, is in chaps. 4-9, which treat in succession of prices, 
wages, rent, interest, profits, production and consumption, and the 
cost of the war. 

Some of our familiar economic principles are here supported by 
new statistical evidence. On such points, the value of this volume is 
well expressed by the author himself: 

The difficulties arise mainly in explaining the quantitative effects of given 
causes; one often feels that, for aught one knows, a certain event might have 
produced equally well half or double the actual effect. But, as in the case of 
most economic questions, the qualitative analysis is less uncertain; one can 
see why the known factors should have produced a certain sort of conse- 
quences, though one would be puzzled to say why these consequences were of 
the given magnitude. (P. Igo.) 


One such topic which is well worked out is the loss which credi- 
tors experienced through being paid in depreciated money. On 
p. 363 is a table showing the percentage of loss or gain to a creditor 
in the purchasing power of the principal of loans made and repaid at 
dates between January, 1860, and July, 1865. Another familiar 
principle which can here be studied quantitatively is that wholesale 
prices respond the most promptly to any disturbance; they followed 
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the price of gold very closely; retail prices responded much less 
promptly (p. 261). Wages rose more slowly still, but with some 
exceedingly interesting differences between various classes of work- 
ers: males versus females, high-paid versus low-paid labor, and so 
on (pp. 290 ff.). The wages of teachers rose very slowly (pp. 319, 
320). In 1864, when average retail prices had risen I11 per cent. 
(p. 261), the average wages of men teachers had risen only 18 per 
cent. and the wages of women teachers 39 per cent. (p. 320). The 
author considers the standard of living as a determining factor 
from the fact that it was not the lowest grades of laborers whose 
wages rose most promptly ; not, for example, those receiving less than 
$1 a day, whom he considers to have been single men, but those 
receiving wages just above the lowest, from $1 to $1.49, whom he 
takes to have been married men receiving the minimum for the sup- 
port of a family. Turning next to the farmers, Dr. Mitchell finds 
that farm products rose in price less than other articles, and that 
therefore farmers as a class probably lost more than they gained 
through the issue of the greenbacks. The decrease in the use of 
credit, the large profits of manufacturers, contractors, and merchants, 
the illusory feeling of prosperity, the extravagance of the newly 
enriched, and the real economic disadvantage of it all are clearly 
brought out. 

The point of economic theory which the history of the green- 
backs has been most closely connected with, namely the quantity 
theory of the value of money, is dismissed in a few paragraphs 
(pp. 207-9, 271). His reason is thus given: 

It is altogether impossible to determine whether there was a close corres- 
pondence between the course of prices and the volume of the currency, as was 
affirmed by some writers and denied by others, because, as has been shown at 
length, the quantity of money in use cannot be ascertained. (P. 271.) 

It is to be regretted, however, that the author did not, in the man- 
ner he has treated some other subjects, at least make the attempt 
and give what results he could, even though the margin of the inde- 
terminate would have to be left very wide. His conclusion is rather 
against the quantity theory, for he says that “the quantity of the 
greenbacks influenced their specie value rather by affecting the 
credit of the government than by altering the volume oi the circu- 
lating medium” (p. 208). It is, of course, true that the credit of the 
government did affect the value of the greenbacks, but it may have 
been through a factor which Mr.: Mitchell also passes by with only a 
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brief mention; that factor is speculation. It should be clear on a 
moment’s reflection that the prospect of a speedy termination of the 
war would lead speculators to throw any gold they might have in 
their possession on the market for what it would bring, and to 
hoard the interest-bearing notes of the government and possibly, 
even for a short time, the non-interest-bearing, with a view to using 
them later after the expected fall of prices should be realized. 
Vice versa, anything that pointed to a prolongation of the war, like 
the Union reverses in the summer of 1864, would lead speculators 
to get “ short’ of government notes of all kinds and “long” in gold. 
Here we have a factor which must have acted powerfully on the 
quantity of the circulating medium, even when there was no material 
change in the quantity of government notes in existence. Had Dr. 
Mitchell kept his eye open for evidences of this kind of speculation, 
he might have found facts of great interest. 

This volume is notably free from typographical errors. A care- 
ful reading has revealed only two or three. The care which must 
have been used in the compilation of the tables has already been 
mentioned. Equal care was used in the collection of other material 
for the text. The only error found is on p. 136, where the amount 
of pure gold in a gold dollar is given as 23.2 grains instead of 23.22. 
This doubtless arose from taking the weight as fixed by the very 
important act of Congress of 1834, rather than as fixed by the 
relatively unimportant act of 1837, although the latter still remains 
in existence with reference to the weights of gold coins. But this 
is a small matter, and one outside of the sphere of the work, strictly 
speaking. 

F. R. Crow. 


OsHkKOosSH, WIs. 


The Second Bank of the United States. [The Decennial Pub- 
lications of the University of Chicago.] By Rartpn C. H. 
CaATrTERALL. Chicago: The University of Chicago Press, 
1903. Svo, pp. xiv + 538. 

As AN important part of the history of the Jacksonian period, the 
Second Bank of the United States has frequently been discussed by 
American historians, but previous to the appearance of Mr. Catterall’s 
volume the history of this interesting institution had never been 
completely presented in even an approximately satisfactory manner. 
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Usually its operation as a commercial institution, its purely economic 
aspects, have been neglected; its political relations, and especially 
Jackson's war upon it, having interested historians more. Mr. Cat- 
terall has attempted to do justice to all phases of its history, and, in 
the opinion of the writer, has succeeded. He has had access to the 
papers of Nicholas Biddle, now in the possession of Hon. Craig 
Biddle, of Philadelphia, and has, therefore, been able to present 
some aspects of the subject more fully than any of his predecessors. 

In chaps. ii to v the administrations of the three presidents of the 
bank — William Jones, Langdon Cheves, and Nicholas Biddle — are 
described and their respective policies contrasted. The precise 
nature of the mismanagement, to use no stronger term, which 
brought the bank into such serious straits in 1818, the extreme con- 
servatism of Cheves, and the fine executive ability shown by Biddle 
in bringing the branches under the control of the central office at 
Philadelphia and in forcing businesslike methods upon the state 
banks, are well brought out. In this connection the author was able 
to exhibit clearly the nature and causes of the opposition which 
Biddle’s policy aroused and the almost inevitable character of the 
conflict which followed. In chaps. vi and vii, entitled respectively 
“The Branch Drafts” and “ The Results of Biddle’s System,’ the 
operations of the bank as a commercial institution are admirably 
described. Here Mr. Catterall has surpassed all his predecessors in 
the completeness of his information, and consequently in the clear- 
ness and completeness of his presentation. In chaps. viii to xv are 
presented the growth of the opposition to the bank, the attempt to 
secure its recharter, Jackson’s war, and its last days. The last four 
chapters are devoted to a discussion of “ The Branches and Their 
Administration,” the “ Issues of the Bank,” “ The Bank, the State 
Banks, and the Currency,” and “The Bank as a Government 
Agency.” 

Mr. Catterall’s fuller and more complete statement of facts does 
not involve any radical revision of the views regarding the chief 
characteristics of the history of this institution ordinarily presented 
by the best historians. On minor points, however, some modification 
of opinions commonly held seems warranted by the facts presented. 
Mr. Catterall shows, for example, that Jackson’s opposition dated far 
back of his election to the presidency, and that he was much less influ- 
enced than is ordinarily supposed by the charges of obnoxious 


political activity brought against some of the branches of the bank 
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in the campaign of 1828. In its early stages the war against the 
bank seems to have been due rather to the work of politicians like 
Amos Kendall and Francis P. Blair than to Jackson. He also shows 
that the bank was not so completely intrenched in popular favor in 
1829 as one would gather from the statements of Professor Sumner 
and some other writers. He holds that the opposition to it on con- 
stitutional grounds, though less pronounced at this date than at any 
other time before or after, was still vigorous in Virginia, Georgia, 
Ohio, Kentucky, Tennessee, and South Carolina, and that the oppo- 
sition of the states, the state banks, and the common people was 
strong from the beginning and never disappeared. Indeed, from 
Mr. Catterall’s presentation one gets the impression that the downfall 
of the bank was the result of the growth of “the democracy ” which 
was opposed on principle to all forms of monopoly and favoritism, 
and that Jackson's war was an episode in the struggle rather than a 
primary cause. 

On the subject of the branch drafts, Mr. Catterall’s chapter leaves 
an impression quite different from that gained from Professor Sum- 
ner and others. According to his view, they were an essential part 
of Biddle’s “ system ’’— the means, in fact, of executing his plans for 
suppressing the depreciated currencies of the South and West, and 
for making “the currency of the United States fairly sound and uni- 
form.” When Biddle became convinced that Congress would not 
amend the provisions of the charter which required the signatures 
of the president and cashier on every note, and thus rendered physic- 
ally impossible the issue of notes in sufficient quantities and of the 
denominations required, he invented these branch drafts, which in all 
essentials were treated as bank notes, and which, as the author 
clearly shows (pp. 125, 126), must be distinguished from ordinary 
drafts, with which Professor Sumner confused them, and which were 
also employed by the bank during its entire history. His defense of 
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this instrumentality against the attack of Professor Sumner, who in 
many respects countenanced the charges of Benton, is able, and is 
summarized as follows: 


In use the drafts were notes to all intents and purposes; in law they 
were checks or bills of exchange; as notes, those of the denomination of $5 
were redeemed at all the offices, and the others usually at all the offices, and 
always at Philadelphia and the issuing office; all were taken everywhere in 
payments to the government; where notes were depreciated, drafts would be 
depreciated to the same extent; they were readily convertible; they were 
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only a small part of the circulation; they did not abstract specie from the 
West; and they were not necessarily dangerous to the interests of the bank. 
CP. 132.) 

The book is supplied with six charts and thirteen appendices, 
which exhibit and elucidate the various operations of the bank, and 
supply the most important documents and statistics required by the 
student. <A classified bibliography and a good index complete the 
volume. 

This book is one of “ The Decennial Publications of the Univer- 
sity of Chicago,” and is, therefore, issued in the attractive and sub- 
stantial form adopted for that series. It is a credit to the author and 
to the university under whose auspices it was published. 


WittiaAmM A. Scorrt. 


UNIVERSITY OF WISCONSIN. 


Lectures on Commerce. Edited by Henry Ranp HATFIELD. 
Chicago: The University of Chicago Press, 1904. 8vo, 
pp. vi + 387. 

Tuts volume is a collection of lectures delivered before the Col- 
lege of Commerce and Administration of the University of Chicago. 
With the exception of the introductory lecture on “ Higher Com- 
mercial Education,” by Professor Laughlin, all the lectures were 
prepared by other than academic men and illustrate, in the words 
of the editor, Professor Hatfield, the manner in which the university 
can be educated by the business man, “ who brings new points of 
view, fresh intellectual vigor, helpful criticisms, and, at times, 
stimulating errors.” Five lectures each are devoted to railways, 
trade and industry, banking and insurance. There is some variety 
in method of treatment and style, but each lecture is full of interest. 
Sach shows the touch of real life and experience. This inside view 
of the various subjects dealt with gives to the volume much of its 
freshness and value. Unfortunately it is not practicable to review 
fully every lecture by itself, which would be much fairer to the list 
of authors. The appeal which higher commercial education has 
made to new constituencies, the contents and value of this education, 
and the importance of specific training for managerial duties in 
business are among the topics embraced in the introductory lecture. 
The lecture on “ Railway Management and Organization ” describes 
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the organization of a railway company, the relation of the depart- 
ments to one another, and the most important rules which govern 
service and promotion. The historical sketch of the “ Railway Mail 
Service ”’ is new to most people and interesting to all. The industrial 
departments of railways are still in their infancy, and the chapter on 
this subject conveys a good idea of what a vigorous commissioner 
may accomplish. The discussion of “ Railway Consolidation ” is, in 
the estimation of the reviewer, one of the soundest which have been 
published. The belief is expressed that railway officials should be 
given the right to meet in conference with other officials for the 
purpose of making needful agreements; and, with certain reserva- 
tions and under specified conditions, “the commerce commission 
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should be given the right to prescribe a reasonable rate in every case 
of dispute arising on the complaint of one aggrieved.” The descrip- 
tion of “ The Steel Industry” is followed by “ The History of the 
Art of Forging.” The first deals with the development and present 
importance of the industry, and the second presents a most inter- 
esting account of special phases of it from earliest times to the 
present. To the world at large advertising is noisy exaggeration. 
Che lecturer on “ The Commercial Value of Advertising” unfolds 
this business as a science in which an accurate knowledge of facts 
is combined with keen psychological analysis to produce a definite 
commercial effect. “ At Wholesale” and ‘“ The Credit Department 
of Modern Business,’ which concludes the second part of the book, 
treat of the organization and principles of a great modern business. 
The description of the daily routine of the one is as interesting as 
the “fundamentals” of the other. The chapters on “ The Comp- 
troller of the Currency” and “ The Methods of Banking” are con- 
tributed by the same author. The extensive powers of the comp- 
troller are described, and the influence of the office is fully illustrated. 
The chapter on “Investments’’ is the best brief discussion of the 
subject which has come to the reviewer's notice. The word “ invest- 
ment” is defined, the sources of investment funds are described, and 
the various types of investments are considered. The mechanism of 
“ Foreign Exchange” is made intelligible by means of numerous 
illustrations and clear description. The final chapter in the book is 
devoted to “ Fire Insurance.” It is written by one of the few men 
in the business who have turned aside from routine to a study of the 
business itself with the view of giving it a scientific basis. Like this 
author’s books on the same subject, the discussion is vigorous and 
fearlessly independent, and deserves to be widely read. 
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The book as a whole is interesting throughout. The new 
material in it has much value for everyone interested in our industrial 
life, and the old material has been cast into attractive forms. Vol. I 
of what is apparently a series is a success, and it is to be hoped that 
the editor will succeed in publishing many more such useful and 
interesting books. B. H. MEYER. 


UNIVERSITY OF WISCONSIN. 


La Teoria dell’ Imposta. By Emitio Cossa. Milan: Ulrico 
Hoepli, 1902. 8vo, pp. xxii + 177. 

Proressor Emitio Cossa, the author of this excellent mono- 
graph, should not be confused with Professor Luigi Cossa, a part of 
whose Science of Finance was translated into English by Horace 
White in 1888, and whose Guide to the Study of Political Economy 
is so widely used in the United States. Professor Emilio Cossa is 
the author of several valuable essays, notably one on the “ Phenom- 
ena of Public Finance” and one on the “Elementary Principles of 
the Theory of Interest;” and since the appearance of the present 
volume he has published an essay on the “ Conflicts and Alliances of 
Capital and Labor.” 

This study of the 
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Theory of the Tax ”’—or, as we should say, 
the theory of taxation— is a successful attempt to summarize in 
brief, condensed form the more important views and principles relat- 
ing to taxation which have the sanction of authoritative writers. The 
sources of the study are almost exclusively Italian, the main depend- 
ence being upon the works of Ricca-Salerno, Messedaglia, Graziani, 
Flora, and Cogliani. The occasional references to Professor Selig- 
man’s writings, to John Stuart Mill’s Principles in Laughlin’s edi- 
tion, and to a few of the articles in the larger German handbooks are 
not of such a character as to sustain the author’s assumption that he 
is in a position to speak for writers on finance abroad as well as in 
his own country. But it speaks well for the soundness of Italian 
scholarship in matters relating to finance that so excellent a hand- 
book could have been compiled on the basis of Italian works alone. 
The brevity of the book and its plan require that the treatment 
should be purely abstract. Each of the twenty-four brief chapters 
consists of a series of terse statements setting forth the principles 
discussed with the arguments by which they are supported, without 
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comment or illustration. There is practically no “padding” at all. 
Each chapter or important section is preceded by a complete syllabus, 
which gives the impression that the book may have originated in a 
series of lectures. The wealth of terms in the Italian language 
capable of technical application in this connection helps to con- 
densation as well as to lucidity. 

The following outline of some of the more important points will 
show the character of the book. The “cause” of taxation is found 
in the nature of the state and the common or social character of the 
ends which it pursues. The “concept” of taxation is a corollary of 
that of private property. In “character” a tax is always subjective ; 
that is, it is always a sacrifice and never a quid pro quo. The 
“ object” of taxation is the product of the industry of the community. 
The “subject” of taxation is the general body of citizens, with such 
foreigners as come under the jurisdiction of the state. From the fact 
that the ends of the state are indivisible, taxes, it might be argued, 
should be uniform; but, uniformity being impossible on account of 
the existing inequalities of fortune, “ judicial equality,’ or equality 
of sacrifice, must be the rule. This is expanded into a very pretty 
argument for the faculty theory, and is used as a justification for 
progression. The minimum of existence should be exempt. Diversi- 
fication of incomes (in quality as well as size) suggests the necessity 
for diversification of taxes. Debt charges should be deducted from 
taxable income. No single tax is equal. The evolution of taxation 
is concomitant with the evolution of economic life. The guide in 
determining the form of the multiple system of taxation which 
should be adopted should be income. Graduation of taxation in a 
multiple system may be attained by graduating the rate of some 
important tax, or by a combination of taxes which would cumulate 
the burden on the wealthy. The principles underlying the following 
groups of taxes are discussed in detail: the taxation of land, of 
manufactures, of capital, of industrial or professional earnings, of 
the transfer of property, and of consumption. Shifting and incidence 
are rather briefly discussed. General taxes on income as the founda- 
tion, with the property tax as supplementary, are commended as 
likely to attain to the ideal of taxation according to ability. Local 
taxes should be independent of and separate from those for the sup- 
port of the state, and may consist of direct real and personal taxes, 
and of indirect taxes on consumption. 

The book is eminently sound, conservative, and clear, and will 
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prove an excellent summary of the theory of taxation. There is no 
similarly concise statement in small compass. A translation of the 
book into English would be very serviceable. 

GK & &. 


UNIVERSITY OF CALIFORNIA. 


: 

Die deutsche Branntweinbesteuerung 1887-1902, und thre wirt- 
schaftliche Wirkungen. (Minchener wirtchaftliche Stu- 
dien.) By EpGar Ginsperc. Stuttgart: J. G. Cotta’sche 
Buchhandlung Nachfolger, 1903. 8vo, pp. vi + 93. 

Ir is not probable that the American reader will be greatly inter- 
ested in the late history of the distillery business in Germany and of 
the complicated and devious and sometimes even statesmanlike 
legislative adjustments which, in the emergencies of party politics, 
have resulted from the kaleidoscope of party groupings in the Ger- 
man Reichstag. But for such readers as find this to be matter for 
their purpose, this study by Dr. Ginsberg will be most welcome. 
The marvel that with an acute drink problem before the German 
people, in the tragic cheapness of poor whisky, no appreciable use 
has been made for revenue purposes of this tax opportunity offered 
by the production and sale of distilled liquors, finds its explanation in 
the exigencies of protective policy with reference to the potato and 
the beet-sugar industries and the agrarian interest generally. Boun- 
ties on exports of sugar, exemption from fiscal burdens for Schnapps, 
manure for agricultural needs, jealousies of province against prov- 
ince, rivalries of the rural small distilleries against the giant indus- 
try of the cities—are all mere data in the political struggle, the 
outcome of which appears to be the most plentiful, the cheapest, and 
the poorest variety of whisky now ameliorating the lot of any work- 
ing people in any civilized country. 





H. J. DAvENPorT. 


Das Wesen des Kapitalismus und die Zinstheorie von Boehm- 
Bawerk. By Max Gesaver. Breslau: Wilhelm Koebner, 
1904. Pp. 42. 

Tus is one more of the attempted contributions to the theory 
of interest. In this particular case, at any rate, the contribution is 
not a considerable one. The writer has nothing more novel or start- 
ling to urge than that capital commands and deserves its interest- 
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compensation by virtue of the fact that by its aid the productive 
powers of nature are brought into co-operation with labor, to a 
resulting increase of product. 

This looks much like the productivity theory in a passably naive 
forir, the moral justification of interest, as put in question by the 
socialist, appearing to constitute the chief claim upon the writer’s 
attention. 

In the sense, however, in which he understands the term, his 
demonstration of productivity for capital will strike the reader as 
gratuitous —an undisputed thing pronounced with uncalled for 
solemnity. But to the solution of the deeper problem of why the 
principal sum of today has not today all the value of the situation 





which will tomorrow have been derived from the sum of today — the 
increment being thus canceled by the merging of it in the principal 
sum—the writer has no contribution to offer; does not, in fact, 
appear to appreciate the existence of a problem of the sort. 

H. J. D. 


Elements of the Fiscal Problem. By L. G. Cutozza Money. 
London: P. S. King & Son, 1903. 8vo, pp. 237. 


THE pfesent protection agitation in England, or rather in the 
British empire, veiled under the name “imperial federation’’ and 
championed by Joseph Chamberlain, is having the effect of bringing 
out numberless pamphlets, books, periodicals, and other literature 
dealing with the various phases of the subject. The above-mentioned 
work belongs in this category. It consists of twenty chapters, short 
ones for the most part, treating the more important characteristics of 
English exports and imports, the taxation of food and materials, 
population, “ dumping,” most favored nation, ships and shipping, 
imperial federation, wages, etc. The book, as this partial enumera- 
tion shows, is quite comprehensive. The author has given us much 
valuable information in very condensed form. His style is clear, 
simple, and always interesting. His aim is to reach and instruct the 
public. Consequently the book is elementary in character. The 
information which the writer gives tends in the direction of dis- 
approval of the claims of the protectionists. So strongly is the 
author bent upon this that he gives away at times to the temptation 
of overstating his case. In a general way his book is an answer to 
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Professor Ashley’s Tariff Problem, to which he makes frequent 
references. Read with some caution, the work gives us a very good 
picture of the present trade conditions of Great Britain, especially as 
regards the general character of her trade balance and her commer- 
cial relations with her colonies and wiih the United States. The 
author recognizes the inevitable in certain lines of industry. “ Let it 
be borne in mind, however,” he says (p. 214), “that while there is not 
the slightest need to be pessimistic about our iron and steel trade, 
nothing we may do can alter the fact that the industry of America 
will continue to be on a much larger scale than ours.” Similarly as 
regards Canada he writes (p. 228): “If it be true that increased 
commercial intercourse will lead to political union between Canada 
and the United States, then that political union is inevitable, for no 
fiscal arrangement can lead to greater commerce between the United 
Kingdom and Canada than between Canada and the United States.” 
The final chapter is a general summary dealing with “ the past, pres- 
ent, and future.” Its closing paragraph is typical of the style and 
general character of the book. 

For ourselves, in Little England, there is much to do if we are to be 
worthy to continue to lead the great British confederacy which we dream may 
hold the peace of the world in its hands in the time to come. There are great 
deeds behind us, we have wrought well, we are rich, but we must strive still, 
with holy discontent. What men can do that must we. Educational reform 
cannot give us a fresh supply of iron ore or conserve cur coal, but it can fit 
our people for the stern work before them, in the workshop, in the office, in the 
laboratory, and—I must not forget to add—on the road. The removal of 
freight disabilities and the improvement of our waterways cannot bring cotton 
bales to Lancaster, but it can give fresh life to many a British manufacturer 
defeated, not by the foreigner, but by the cost of transport to tide water. The 
adoption of the metric system cannot double our population, but it can make it 
possible to quote quantities and measurements to be understood of the 
benighted foreigner who has not the good fortune to know how many ounces 
go to the pound, or whether the result be a pound troy or a pound avoirdupois. 
rhe application of science to industry cannot increase our area, but it can do 
much to keep us where we have ever been, in the front rank of the world’s 
peoples. In some of these things iegisiation can help us, but, for the greater 
part, the work must be done by individual effort. It will be a sorry day’s 
work for British progress when we take for our motto, “ The government will 
provide.” 

Georce Mycatt Fisk. 


UNIversity oF ILLINOIS. 
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Die Eisenbahnen tm tropischen Afrika: Eine kolonial-wirt- 
schaftliche Studie. By Hans Meyer. Leipzig: Duncker & 
Humblot, 1902. 8vo, pp. x + 186. 

THE present insurrection in the German colonies will doubtless 
draw considerable attention to the work of Professor Meyer, who in 
this book has made a thorough, careful, and conscientious study of 
a most important phase of the administration of African colonies. 
Professor Meyer brings to his work not only a knowledge of pre- 
vious investigations and official reports, but also the results of an 
actual and extended experience of tropical railroads. The present 
book takes up each and all of the existing and projected railroads in 
tropical Africa, including those of Rhodesia, Abyssinia, the territory 
of the Nile, German Southwest Africa, Angolo, the French, English, 
and Dutch colonies in the basin of the Niger, the Kongo Free State, 
as well as the railroads in the east African islands — Madagascar, 
Reunion, and Maritius. For each of the railroads constructed or 
projected in these several countries Professor Meyer gives an 
account of the cost of construction, the purpose for which it was 
built, its financial situation, its rate schedule, its physical character- 
istics, and its traffic, as well as other important data referring to the 
past and present status of the lines. 

One cannot read Professor Meyer’s book without being convinced 
of the necessity of a certain degree of caution in projecting railroads 
in this huge territory. Of course, the object in constructing lines in 
these tropical lands has not primarily been the desire to make them 
directly profitable, but rather to open up and develop the country, if 
not to serve political ends. The railroads themselves appear for the 
most part to be lines stretching out from the ocean or from some 
navigable river to a distance not exceeding 250 miles, or connecting 
navigable streams by a link of steel. The railroads are for the most 
part narrow-gauged, but, upon the whole, their construction has been 
expensive. About one-fourth of them appear to have averaged a cost 
of about $35,000, about one-hali from $40,000 to $60,000, and the 
remaining one-fourth from $60,000 to $105,coo per mile. 

Notwithstanding high freight rates, against which the planters 
have everywhere complained, the railroads are not generaliy profit- 
able. There is only one of all the railroads of Africa which earns 
interest upon its whole capital, and in many cases the receipts are 
smaller than the cost of operation. Freight rates are high as a result 
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of insufficient traffic. The average freight rate in tropical Africa 
appears to be about four cents per ton-mile, but in some cases rates 
rise as high as seventeen cents per ton-mile. 

The greatest difficulty in the development of railroads in the 
tropics, as in that of industry in general, is the indolence and poverty 
of the natives. In the construction of the railroads it has been found 
difficult to obtain a sufficient number of employees willing to work, 
and it is characteristic of the spirit in which the difficulties of tropical 
colonization are being met that Professor Meyer suggests that the 
construction of railroads should be by forced, though paid, labor. 
This labor, he says, is not slavery, which he describes as compulsory 
work intended to serve the personal selfish aims of the employer, but 
he regards it in the same light as compulsory school attendance or 
compulsory military service, and as a necessary step toward the 
attainment and preservation of public cultural advantages. 

The work of Professor Meyer will be of value to persons inter- 
ested in the development of tropical colonies. There is appended an 
excellent map of Africa with its existing and proposed railroads. 

WactTeR E. WEYL. 

University SETTLEMENT, 

New York City. 


Die Akkordarbeit in Deutschland. By Lupwic BERNHARD. 
Leipzig: Duncker & Humblot, 1903. 8vo, pp. vii + 237. 
Tue author uses Akkordarbeit in so broad a sense that it is 
difficult to find an English equivalent for it. Every form of wage 
payment based upon results rather than upon the time employed is 
included in the term: piece-work and task-work in their various 
forms, the premium system, and profit-sharing, all come within the 
author’s survey, though not to receive the same measure of attention. 
The first part traces the development of Akkordarbeit during the 
nineteenth century in England and on the continent. Down to 1830 
the tendency in England was to displace time-wages with piece- 
wages, but piece-wages under a vicious boss system which enabled 
a small contractor to secure the advantages of the method for himself 
without sharing them with the workers he employed usually for 
time-wages. In fact, the laborers suffered all the evils of the sweat- 
ing system. The conditions in England during the first few decades 
after the industrial revolution began—the general employment of 
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women and children, the inability of men in large numbers to adapt 
themselves to machine work, etc.— were favorable for the mainte- 
nance of a class of sub-contractors. After the repeal, 1824, of the 
combination laws, the laborers began a sharp conflict with the system 
under which they ‘were working ; parliamentary inquiries made clear 
its evils; the prosperity of English industry, due in part to the 
enlarged demands of America during the thirties for British goods, 
and, more than all, the continued development of the division of 
labor, aided the laborers, and the system gave way to time-wages, or 
a higher form of Akkordarbeit. 

Somewhat the same course of development is traced in France 
and Germany. While the system was not unknown in Germany at 
an earlier date, its wider use was not introduced until the forties, 
when it was generally employed in railway construction. It came 
into very general use also in farming; and from these industries it 
spread to the building trades and to the slowly developing factories. 
In the factories and building trades the form adopted was the dis- 
credited one from England — the Zwischenmeistersystem. 

In the second part the author gives an account of the agitation 
against the Akkordsystem in France and Germany. He reviews the 
well-known opposition of Louis Blanc and Marx to piece-wages on 
principle, and the more recent agitation which has been carried on as 
a part of the workingmen’s movement for improved conditions of 
labor. While apparently, at times at least, there was a wholesale 
condemnation of the Akkordsystem, in the main the author believes 
it has been really aimed only at the abuses of the system in its worst 
form — that which employs the middleman. An examination of the 
development and the present situation (of which but few details are 
given) of the system as employed among the stone-masons, brick- 
layers, stone-cutters, wood-workers, miners, printers, textile-workers, 
and metal-workers, leads the author to the conclusion that Akkord- 
arbeit has become a permanent feature of the wage system, and that 
the old Zwischenmeistertum must entirely give way to a form of 
piece-wages, or of task-wages, in which the whole group concerned 
shall be sharers. 

The more theoretical consideration of the problem in the third 
part of the book leads the author to the conclusion that the tendencies 
observed are economically sound. Gruppenakkord—the employ- 
ment of several interested in the outcome of the same piece of work, 
all sharing in an agreed proportion of the reward for it — represents, 
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all things social and economic considered, the highest evolution of 
the wage system. 

Although the author has been in living touch with the system he 
describes, and although his method of treatment has the external 
appearance of a very logical division of his theme, the book, it must 
be said, leaves the reader with a less clear picture of actual conditions 
in Germany than could be wished. The chief criticism one would 
care to pass upon the book is that it contains rather too much gener- 
alization and theory, and not enough of detail. 

GeorGE O. VIRTUE. 

Winona, MINN. 


The Adjustment of Wages: A Study in the Coal and Iron Indus- 
tries of Great Britain and America. By W. J. ASHLEY. 
London: Longmans, Green & Co. 8vo, pp. xv + 362. 

EiGuT university lectures—delivered early in 1903 at Oxford 
constitute the text of Professor Ashley’s economic study in prac- 
tical methods of adjusting wages in the, coal and iron industries of 

Great Britain and America. The author’s prolonged residence in 

this country prior to acceptance of his present appointment as pro- 

fessor of commerce in the University of Birmingham, England, has 
made him familiar with economic conditions here, and afforded him 
exceptional opportunities for comparative study of British and 

American industrial institutions. These lectures are mainly descrip- 

tive of labor conditions in the two great industries considered, with 

especial reference to the organization of labor, the constitution of 
boards of conciliation, and the negotiation of wage-compacts under 

a joint-agreement system. ‘The coal-mining industry is deait with at 

considerable length in the first six lectures; in Lecture VII British 

boards of conciliation and sliding-scale arrangements in the iron 
industry are taken up more briefly and contrasted with American 
methods and means of wage-adjustment. The final lecture is 
devoted to some account of the “ Legal Position of Trade Unions,” 
as defined in recent court decisions. Approximately one-half of the 
362 pages are devoted to appendices, wherein some account is given 
of the chief sources of information regarding the coal-mining and 
iron industries in both countries, together with the rules of the 
various British conciliation boards, texts of joint agreements and 
sliding scales—— among other documents the report and awards of 
the Anthracite Coal Strike Commission. This is all valuable 
material. 
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Mr. Ashley is clearly interested in the development of unionism 
as a condition of collective bargaining in these fundamental indus- 
tries. In the perfection of institutions for the adjustment of wages 
in the coal-mining industry, Great Britain is conceived to have 
“reached a later stage in industrial development” than the United 
States—one in which “wages are determined by negotiation 
between organized bodies of employers and employed ;” while the 
United States “seems to be just struggling on to the stage of cor- 
poration negotiation.” It is interesting to note how those great 
issues which have perplexed British miners and masters for a 
generation back have had to be faced more recently in the American 
coal fields too. Evidence would seem to indicate that English and 
Scotch miners have, on the whole, exercised a higher degree of 
ingenuity, if not of intelligence, in their efforts to solve these prob- 
lems of wage adjustments, than American miners have done; their 
efforts seem also to have been more sustained and unremitting, while 
British operators have shown themselves much more disposed than 
American mine-owners to treat with their men. The difficulties 
which British miners and masters have encountered in attempting 
to effect some satisfactory adjustment of wages to prices through the 
establishment of sliding scales are well indicated in Professor Ash- 
ley’s lectures. Men and masters are now agreed that no simple auto- 
matic mechanical adjustment can prove satisfactory. Price is finally 
conceded to be only one factor in determining profitableness of an 
industry; other factors, such as volume of trade or sales, and 
“ general condition ” of industry are commencing to be regarded, and 
these cannot be introduced into sliding scales with any definiteness. 
Where wages are nicely adjusted to prices, the masters lose one great 
incentive to maintain prices at any given point. Their profit becomes 
largely independent of the price at which the product is marketed, 
since wages fall with prices. This explains the remark of the 
South Wales miner to Professor Ashley, regarding the sliding scale, 
that “the confounded thing has no bottom.” Attempts to fix maxi- 
mum and minimum limits to the movement of wages have also 
proved unsatisfactory, or rather practically unworkable, owing to the 
disposition on both sides to disregard the limits under certain con- 
ditions. Under sliding-scale agreements the operators have evinced 
4 a disposition to contract for future delivery at low prices, under- 
cutting one another and depressing the market; so that in certain 
instances conciliation or adjustment boards have come to be regarded 
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as institutions for “assisting competition and rushing down wages.” 
The Scotch formula drawn in 1902 attempts to avoid some of these 
difficulties by providing for a less mechanical adjustment, as follows: 

The average net realized value of coal at the pit bank for the time being, 
taken in conjunction with the state of trade and the prospects thereof, is to be 
considered in fixing miners’ wages between the minimum and maximum for 
the time being; and in current ordinary circumstances a rise or fall of 6% per 
cent. in wages on the 1888 basis for every 4% d. per ton of rise or fall in the 
value of coal is reasonable. (P. 66.). 


It is at least doubtful if these complicated, not to say vague, 
provisions for more or less mechanical adjustment and regulation 
of wages by prices are calculated to work out more advantageously 
for the miner, or are more in accordance with sound economics, than 
the simpler and more direct method of negotiating definite wage 
compacts for a short period, after the American plan. The British 
system has certainly led to a manipulation of prices to depress wages, 
and this is a serious consequence ; but, aside from this, it is difficult 
to find any economic justification for the attempt to regulate absolute 
wages by prices. In the industrial world wages are not in fact regu- 
lated by profits, nor are trade-unionists willing to admit that they 
should be so adjusted — the poor manager who is making no profits 
must pay the same wages as the good manager who is making high 
profits, and our American trade unions are insisting that the same 
wages shall be paid in periods of depression as in periods of pros- 
perity. But even if profits were exceptionally high in some mon- 
opolistic industry, such as anthracite coal mining, there is no 
economic justification for turning over those exceptional gains to the 
miners ; this is levying a general tax upon the whole community for 
the special advantage of a few members. The American method of 
attempting to adjust wage scales, in any particular case, to American 
standard and cost of living, taking into account especially wages in 
other sections of the same industry and in comparable industries, and 
of equally skilled or unskilled labor generally, certainly proceeds 
upon sound economic principles, however difficuit the practical 
adjustment in accordance with these principles may be. Coal miners 
are “entitled” to wages which equally skilled labor earns in other 
occupations ; if they cannot earn such wages, they should seek other 
occupation, since that is conclusive evidence of overcrowding; and 
if they are able to exact higher wages, their occupation should be 
opened up to newcomers. Boards of conciliation cannot effect this 
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adjustment, but they can facilitate the working of economic laws 
determining industrial remuneration. The adjustment of wages 
cannot be done mechanically ; it demands the unremitting exercise of 
intelligence. This is the condition of fair adjustment of wages under 
the rapidly shifting conditions which prevail throughout the indus- 
trial world. Any mechanical arrangement must inhibit the free 
exercise of intelligent discretion, where such an arrangement is at all 
regarded ; in emergency it is, in fact, apt to be disregarded. 


Joun CumMINGs. 


Organized Labor: Its Problems, Purposes and Ideals, and the 
Present and Future of the American Wage Earner. By 
Joun MircuHe.y. Philadelphia: American Book and Bible 
House, 1903. 8vo, pp. xii + 436. 


Le syndicalisme anglais: résumé historique (1792 1902). By 
IF. Facnort. Paris: Société nouveile de Librairie et d’Edition 
(Librairie Georges Bellais), 1903. 12mo, pp. 116. 


In Organised Labor one finds a good statement of the program 
of unionism and of the practical issues raised in the industrial 
world by labor organization. The book gives evidence of “ thought 
and careful consideration” of labor problems; although it is not 
true that the work is “not that of a theorist or of a doctrinaire,” 
for that is exactly what the writer of this book is. His doctrine 
or theory is, of course, trade-unionism, and he has written his book 
to justify his theory, after the manner of theorists and doctrinaires 
the world over. If nothing more is intended in the above-quoted 
statement, however, than that he is not a scientific investigator, not a 
recluse, nor a scholar, but a man of affairs, no exception need be 
taken, and it is certainly no discredit to the author of Organized 
Labor that he is a man in high author‘ty in the trade-union world, 
although it does follow, that the work undcr consideration is not a 
scientific treatise. An impartially scientific account of unionism 
could hardly issue from the president of one of the most powerful 
unions in the country. 

The historical matter in Mr. Mitchell’s book is drawn from a 
few well-known general treatises, and the several short chapters 
devoted to historical treatment give one an interesting, if unoriginal, 
résumé of the history of the labor movement in the United States 
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and in general — the sort of thing that Mr. Mitchell might have had 
done for him at a fair price; and while this portion is perhaps least 
deserving of careful consideration, it certainly is not without value 
for those readers (they are likely to be many) who are unfamiliar 
with labor literature. The writer gives ample evidence that he is a 
well-informed advocate, and that he knows how to get the case for 
unionism well stated. 

The ease with which all arguments against unionism are rebutted 
is significant; the case for unionism is always well put and con- 
vincingly, and the whole tissue of superficial criticisms preferred 
against labor organizations is swept away without difficulty, as 
witness, for example, the following paragraph to prove that unionism 
does not level wages down but up: 

As a matter of actual practice, it must be conceded that in many cases 
the great majority of men at a given trade or operation receive the minimum 
wages demanded. The reason of this, however, is the unwillingness of the 
employer to pay, and not the unwillingness of the men to accept, a higher 
wage. If a manufacturer is employing men with the right to engage and 
discharge them, he is probably not losing money on the laziest, least skilful, 
and least efficient man to whom he is paying the standard rate. If that is the 
case, it is probable that he is finding the labor of the most industrious and 
most skilled worker very profitable, and nothing in the rules of the union pre- 
vents him from giving a portion of this gain to the skilled workman in the 


form of an addition to his wages. (P. 241.) 
g 


The underlying assumption here, that the standard rate of wages 
fixed by the union represents the earning capacity of the laziest and 
least efficient workman, will not be generally conceded outside the 
ranks of unionism, and is, in fact, contrary to trade-union theory 
itself. It may be suggested, moreover, that when a powerful organi- 
zation has forced wages up to the highest notch where they can be 
made to stick temporarily —and to do this is the program of every 
powerful union — it may very well be something more than “ unwil- 
lingness ” on the part of an employer that keeps him from paying all 
but the poorest and laziest workman higher wages still. In a sense it 
may be true that no employer wili keep men employed at losirg rates 
of wages; but this is not at all in the sense in which Mr. Mitchell 
implies. An employer may pay many of his men wages which 
exceed their earning capacity, and when he does so —i. ¢., pays some 
of his men more than they are worth—he does not necessarily lose 
by the transaction, nor in the long run, after adjustments have been 
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effected, is he likely to lose. For he may and does recoup himself 
easily from one or both of two sources: (1) he may take it out of 
the public in higher prices, that is to say, out of labor in general, or 
(2) out of his more efficient workmen, that is, out of labor in par- 
ticular. These more efficient men might earn wages considerably 
above the standard rate, if they were not forced to carry their 
inefficient, ‘lazy ” brethren. This is a naive justification of unionism 
to say the least of it, and withal a familiar one. It is, of course, not 
the employer, but the efficient workman, who loses to the “ lazy,” 
inefficient man, enabling him to go on indefiniteiy in his laziness and 
inefficiency without suffering any diminution in wages. If unionism 
could free itself of these intestinal parasites— who, it should be 
noted, are most active in fomenting needless irritation, and who bring 
unionism into disrepute by inducing a nervous tension that results in 
slugging, riot, and general lawlessness — its power for ameliorating 
the condition of wage-earners would be tremendously increased. 

On the whole, Mr. Mitchell’s discussion of the main issues raised 
by the program and practices of organized labor during the last few 
years is characterized by a sanity, sincerity, and, with due allowance 
for the author’s sympathies and affiliations, a highly commendable 
degree of fairness. The case for unionism has received excellent and 
dignified statement. If the account of it given has been somewhat 
idealized, it is nevertheless a fine declaration of high purposes, by 
one who himself stands for what is best and noblest in unionism; 
and it is most encouraging that such men as John Mitchell are for- 
mulating to so great an extent as they are, the policy of organized 
labor. For the economist, as for the general reader, chief interest 
attaches to discussions of present issues, and to descriptive accounts 
of labor conditions, more particularly in the coal fields. It is no dis- 
credit to the author that his account of unionism does not tally with 
that which one gets out of the daily papers. 


M. Facnort’s résumé of English trade-union history is a con- 
densation of the familiar account of it by Sidney and Beatrice Webb. 
As the Webbs’ book has been translated into French, the excuse 
for Mr. Fagnot’s brochure seems to lie in the fact that he has con- 
densed the original history into 115 small pages, for the benefit, it is 
presumed, of the French socialistic public, which is too preoccupied 
to undertake a perusal of the original account, or too indigent to 
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procure a copy of it. Needless to say, the résuméing is well done — 
M. Fagnot is a Frenchman! 


el 


Le compagnonage: son histoire, ses coutumes, ses réglements, et 


ses vites. Par E. Martin Satnt-Lton. Paris: Armand 
Colin, 1901. 1I2mo, pp. xxviii + 374. 

Tue passing of a great human institution is always of vital sig- 
nificance. It may be national in extent, and yet, in its effects or in 
its lessons for posterity, of far wider importance. Such an institu- 
tion is compagnonage. For many centuries the compagnon was a 
powerful factor in the life of France, but it was as part and parcel 
of the third estate. History almost wholly ignored him. Literature 
—after the lapse of a long period — discovered in him a picturesque 
figure. 

During four hundred years the secret organization of the labor- 
ing class in France has been known as compagnonage. In a style 
interesting in spite of some few mannerisms, M. Saint-Léon traces 
its story through the legendary period, its probable beginning in the 
Middle Ages when artisans gathered in large communities around 
the cathedrals in process of erection, its historic origin in the opening 
of the sixteenth century, its training of members and struggles with 
masters and government, down to its lingering death in the present 
day. As the trade corporation from the time of the fifteenth century 
became more and more exclusively a union of patrons, the need of 
association for self-help and self-protection grew more pressing 
among journeymen. The ambitious artisan never lightly gave over 
the tour de France. Traveling from one town to another to perfect 
his professional education through employment in many shops and 
under different masters, lingering longest where the methods seemed 
to him superior, his recurring want, among strangers, of friends, 
shelter, food, and work was undoubtedly a primary cause of the rise 
of that “ brotherhood” which everywhere assured him a home in the 
hostelry common to fellow-members, a “ mother” in its hostess, care 
in sickness, and immediate help in obtaining a favorable position. 
For the young workman just freed from his apprenticeship the 
tour de France afforded a graduate course of instruction. “In many 
trades,” as M. Saint-Léon affirms, “one could not be reputed a good 
workman, an expert artisan in his calling, unless he had accomplished 
this pilgrimage.” (P. 224.) 
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How compagnonage dealt with the duty of discipline within its 
own ranks, and with the great question of employer and employed, 
resorting, as it sometimes did, to strikes or to interdicts upon a shop 
or town, but preferably using its influence for harmony between the 
laborer and the patron; how the authorities strove again and again, 
and ever ineffectually, to suppress its existence; how the advent of 
railroads and machinery and a new outlook upon life have led to the 
decay of the organization — all these points the book discusses at 
length. It lays bare the weakness and the strength of compagnon- 
age. The bonds of brotherhood within any one branch, and the 
bitter jealousies and bloody affrays between different branches, all 
stand revealed. “It was a state within a state with its institutions 
and its laws.” (P. 121.) 

The volume is one which should appeal to the generality of 
thoughtful people. It opens to the reader a chapter of the history of 
France hitherto unknown to most Americans. In France itself it 
remained for a compagnon, Agricol Perdiguier, through a book first 
published in 1840, to divulge to the nation the true meaning and 
power of this organization whose ramifications stretched far and 
wide and touched the foundations of national prosperity. The ignor- 
ance that had existed regarding it was merely another illustration of 
the lack of knowledge that pervaded society at large concerning the 
life of the “other half.’ Suddenly the French public found a new 
diversion in the study of one of its own institutions. To the major- 
ity, doubtless, curiosity centered in the mystic rites, the processions 
distinguished by their canes and floating ribbons, the strange funeral 
customs, the songs of battle, of reconciliation, and of the ancient 
glory of the order. They noted its pilgrims threading the roads 
which led to the grotto of the Sainte-Baume, or its ceremonies of 
farewell extended to the member making the tour de France. Com- 
pagnonage embodied the chivalry of the artisan. It demanded of its 
members integrity of life and high aims. 

Hopes of climbing to a mastership might fail him, but the 
worthy compagnon never gave up his effort to improve his skill and 
add to the fame of his society for able artisans. That body placed 
within his reach schools of design and well-trained instructors. In 
every mature workman whom the day’s labor chanced to place beside 
a young journeyman, the latter found a friendly critic and teacher. 
The rivalry between different societies had often other issue than in 
trials of muscle. It was then that the best thought and talents of the 
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competitors took shape in those chefs-d’auvre handed down through 
generations as the most cherished possessions of the fraternities. 


The remnant yet clings in great part to these traditions, while othet 
laborers —as the author observes—repudiate all connection with 
the past. 

If details of feuds and of existing societies grow somewhat tire- 
some, they may be pardoned in view of the general interest of the 
work. Such particulars have their value, but might well be relegated 
to an appendix. Evidently a loyal churchman, the author is liberal 
in his judgments of others. Differing from those who believe the 
source of compagnonage traceable to freemasonry, he holds it rash 
to affirm even a common origin. While he has studied his subject 
from the point of view of one outside the fold, he has had the con- 
fidence of many prominent members, and access to valuable archives. 
In conclusion he recounts the results of the beautiful dream of the 
union of all compagnons still cherished by some enthusiasts. His 
own hopes are placed upon a fusion of new organizations which 
shall evolve ideals and achievements worthy of the heir of that 
society so long the sole defense of the workingman in France. 


ELLA CAROLINE LAPHAM. 





